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MEMORANDUM 1 

The Public Advocates Office examined the requests and data presented by Great 2 

Oaks Water Company (“GOWC”) in Application (“A.”) A.18-07-002 (“Application”) 3 

and hereby provide the California Public Utilities Commission (“CPUC” or 4 

“Commission”) with recommendations that represent the interests of ratepayers for safe 5 

and reliable service at lowest cost. Mr. Tony Tully is the Public Advocates Office’s 6 

project lead for the proceeding. Mr. Richard Rauschmeier is the Public Advocates 7 

Office’s oversight supervisor. Mr. Travis Foss is the Public Advocates Office’s legal 8 

counsel. 9 

The following table identifies the various Public Advocates Office reports and 10 

witnesses that provide analysis and recommendations relevant to the requests made by 11 

GOWC in the current proceeding. 12 

Chapter Description 

Public Advocates 

Office Witness 

I Executive Summary Tony Tully 

II Results of Operations and Attrition Filing Mukunda Dawadi 

III Operating Revenues, Rate Design and LICAP Tony Tully 

IV Operations and Maintenance Expenses Anusha Nagesh 

V Administrative and General Expenses Anusha Nagesh 

VI Payroll Anusha Nagesh 

VII Safety, Reliability and Capital Investment Daphne Goldberg 

VIII Taxes Other Than Income Mukunda Dawadi 

IX Income Taxes Mukunda Dawadi 

X Rate Base Mukunda Dawadi 

XI Balancing and Memorandum Accounts Anusha Nagesh 

IX Contamination Proceeds Memorandum Account Yong Cheng Cao 

Although the Public Advocates Office made every effort to comprehensively 13 

review, analyze and provide the Commission with recommendations on each ratemaking 14 



 

2 

 

and policy aspect presented in the application, the absence from the Public Advocates 1 

Office’s testimony of any particular issue does not necessarily constitute endorsement or 2 

acceptance of the underlying requests, methodology, or policy position related to that 3 

issue. 4 

  5 
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CHAPTER I: EXECUTIVE SUMMARY 1 

 2 

GOWC filed A.18-07-002 on July 2, 2018. In its Application, GOWC requests 3 

authorization to increase rates effective July 1, 2019 in order to produce additional 4 

revenues through 2021 totaling $6,746,245 or 35.24% above the revenues GOWC 5 

estimated at current rates. In addition to the requested revenue increases, GOWC’s 6 

Application contained a number of special requests. 7 

A team of auditors, engineers and regulatory analysts from the CPUC’s Public 8 

Advocates Office examined the requests and data contained in A.18-07-002 in order to 9 

provide the Commission with recommendations that represent the interests of residential 10 

and small business ratepayers for safe, reliable, and affordable service.  11 

In A.18-07-002, Great Oaks Water Company requests fiscal year increases of 12 

$3,480,305 or 18.18% in 2019/2020, $1,689,521 or 7.47% in 2020/2021, and $1,576,419 13 

or 6.48% in 2021/2022. As shown in the table below, the Public Advocates Office 14 

recommends a revenue decrease of no less than 4.05% in fiscal year 2019/2020, and an 15 

increase of no greater than 2.60% in 2020/2021.  Per the Commission’s Rate Case Plan, 16 

any change in revenues for 2021/2022 will be a formulaic calculation based upon 17 

escalation rates at the time of escalation filing.  Therefore, the Public Advocates Office 18 

incorporates presents 2021/2022 revenue estimates for illustrative purposes only.1 19 

Fiscal Year 

GOWC Requested 

Change 

GOWC 

% Change 

Public Advocates 

Office 

Recommended 

Change 

Public 

Advocates 

Office 

% Change 

2019/2020  $                 3,480,305  18.18%  $                 (796,874) -4.05% 

2020/2021  $                 1,689,521  7.47%  $                   516,147  2.60% 

2021/2022  $                 1,576,419  6.48%  $                   610,000 3.00%  

                                              
1 Assumes a 3% escalation from the Public Advocates Office’s recommended 2020/2021 revenues. 
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 1 

After examining the books and records of GOWC and testing for reasonableness 2 

and prudency, the components of the Public Advocates Office’s key recommendations 3 

are summarized as follows: 4 

1. RESULTS OF OPERATIONS (“RO”) AND ATTRITION 5 

 6 

7 

8 

9 

 10 

11 

12 

 13 

14 

15 

 16 

17 

2. OPERATING REVENUE 18 

The Commission should adopt the following recommendations concerning 19 

customer forecast, water consumption, rate design, operating revenues, and Sales 20 

Reconciliation Mechanism:  21 

 22 

23 

24 

25 

26 
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 1 

2 

3 

4 

5 

 6 

7 

8 

 9 

10 

11 

12 

13 

 14 

15 

16 

17 

18 

19 

20 

 21 

22 

23 

24 

25 

26 

                                              
2 One CCF is approximately 748 gallons 
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1 

2 

3. OPERATIONS AND MAINTENANCE EXPENSES 3 

4 

 5 

4. ADMINISTRATIVE AND GENERAL EXPENSES 6 

7 

8 

9 

 10 

5. PAYROLL 11 

12 

13 

 14 

6. UTILITY PLANT IN SERVICE 15 

The Commission should adopt GOWC’s proposed capital budgets of $2,223,573 16 

for 2018/2019, $2,255,533 for 2019/2020, and $1,763,646 for 2020/2021.  The following 17 

are additional recommendations pertaining to utility plant and safe and reliable service.   18 

 19 

20 

21 

 22 

23 

24 

25 
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 1 

2 

3 

4 

 5 

6 

7 

8 

9 

10 

7. TAXES OTHER THAN INCOME 11 

The Commission should adopt Taxes Other Than Income amounts totaling 12 

$454,573 for TY 2019/2020. The Public Advocates Office follows the same methodology 13 

in calculating Taxes Other Than Income amounts for TY 2019/2020 as GOWC. The 14 

differences in GOWC’s proposed and the Public Advocates Office’s recommended 15 

amounts of Taxes Other Than Income are due to the differences in utility plant and 16 

payroll amounts. 17 

8. INCOME TAXES 18 

 19 

20 

21 

22 

 23 

24 
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1 

2 

9. RATE BASE 3 

 4 

5 

6 

 7 

8 

 9 

10 

11 

 12 

13 

14 

15 

10. BALANCING AND MEMORANDUM ACCOUNTS 16 

 17 

18 

19 

20 

 21 

 22 

23 

                                              
3 GOWC and Public Advocates Office have agreed to adopt 30% debt ratio with 6.5% debt cost for the COC 

proceeding A.18-05-001 and have submitted a joint motion to adopt the settlement. As of 10/22/2018, the 

Commission has not issued its decision. 
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1 

2 

 3 

4 

5 

 6 

7 

8 

 9 

 10 

11 

12 

13 

14 

 15 

16 

17 

18 

11. CONTAMINATION PROCEEDS MEMORANDUM ACCOUNT 19 

The Commission should allocate net proceeds recorded in GOWC’s 20 

Contamination Proceeds Memorandum Account in a shareholder-ratepayer ratio no larger 21 

than that adopted for California Water System Company (CWS) in A.15-07-015.   22 
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CHAPTER II: RESULTS OF OPERATIONS AND ATTRITION 1 

 2 

The Public Advocates Office at the California Public Utilities Commission utilized 3 

the Results of Operation (“RO”) Model provided by GOWC in its Application 4 

workpapers to develop the RO Tables presented in this Report. The Public Advocates 5 

Office adjusted the necessary cells in the GOWC RO Model to reflect the 6 

recommendations presented in each chapter of this testimony. 7 

 8 

 9 

10 

11 

12 

 13 

14 

15 

 16 

17 

18 

 19 

20 
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 1 

1. GOWC NEITHER CALCULATES PRESENT RATE REVENUE 2 

FOR TY 2019/2020, NOR UTILIZES PROPOSED RATES 3 

CORRECTLY IN CALCULATING PROPOSED RATE REVENUE 4 

FOR TY 2019/2020 5 

In its Application, GOWC does not calculate present rate revenue to compare with 6 

revenue at proposed rates. This comparison is necessary to calculate the proposed 7 

percentage increase in revenues. GOWC also does not calculate proposed rate revenue 8 

based on actual proposed rates, especially proposed tiered rates for single family 9 

residence. Instead, GOWC utilizes uniform quantity rates to estimate proposed rate 10 

revenue which can yield estimated revenues either greater or less than the revenue needed 11 

to achieve revenue requirements. The Public Advocates Office estimates that GOWC’s 12 

proposed rate design would likely result in more than $4 million of additional revenue 13 

being collected from single family customers than the revenue GOWC has calculated 14 

using uniform quantity rates.4 15 

2. GOWC’S CALCULATION OF AN 18.18% REVENUE INCREASE 16 

IS INCORRECT 17 

In the current GRC Application, GOWC requests a revenue requirement of 18 

$22,629,058 for TY 2019/2020, which GOWC presents as an increase of $3,480,305 or 19 

18.18% over the estimated revenue of $19,148,753 in GOWC’s Advice Letter (“AL”) 20 

271-W filing. However, GOWC utilizes different water consumption forecasts and 21 

different estimated costs for variable expenses to calculate the total revenue for 22 

2019/2020 in the AL 271-W. The two most important calculations in a rate case are the 23 

estimated costs (i.e. revenue requirement) and the ability to meet those costs under 24 

                                              
4 Refer to Chapter III, Rate Design Section, of this Report. A significant portion of the overall decrease in rates 

recommended by The Public Advocates Office for single family residence is the result of corrections in rate design 

in order to achieve revenue neutrality which is not reflected in GOWC’s rate design model. 
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present and proposed rates. Since GOWC does not utilize present rates and estimated 1 

customers and water sales in calculating present rate revenue for TY 2019/2020, 2 

GOWC’s percentage increase of 18.18% presented on the cover of its application is 3 

overstated. Comparing present rate revenue likely to be collected using GOWC’s water 4 

consumption forecasts and actual present rates with the revenue necessary to meet 5 

GOWC’s proposed revenue requirement produces a percentage difference of 16.66%. 6 

The Commission should order GOWC to calculate the revenue percentage increase by 7 

comparing present rate revenue to proposed rate revenue based on authorized rates, 8 

including tiered rates, and estimated water sales for all customer classes in all future 9 

GRCs. 10 

3. GOWC’S PROPOSED RATES WILL LIKELY PRODUCE EXCESS 11 

REVENUE THAT IS NOT NECESSARY TO MEET REVENUE 12 

REQUIREMENTS 13 

Although the Public Advocates Office calculates GOWC’s application proposals 14 

as producing an approximate 16.66% increase from present rate revenue to proposed rate 15 

revenue, GOWC’s proposed rate design is likely to produce revenue higher than the 16 

revenue necessary to cover GOWC’s revenue requirement.5 GOWC calculates revenue 17 

under proposed rates using uniform quantity rates for single-family residential customers 18 

and not the actual tiered rates GOWC proposes in its rate design. Using the actual 19 

proposed rates to calculate revenue under proposed rates serves as a useful check on the 20 

revenue neutrality of a rate design.6 21 

To maintain consistency with GOWC’s RO model, the Public Advocates Office 22 

also uses uniform quantity rates in calculating proposed rate revenues. However, the 23 

actual tiered rates that would be necessary to meet either GOWC’s or the Public 24 

                                              
5 As explained by Mr. Tony Tully of the Public Advocates Office in Chapter III of this Report GOWC’s rate design 

would likely over-collect approximately $4 million from single-family residential customers. 
6 A “revenue neutral” rate design is calculated to produce the same nominal amount of revenue as estimated revenue 

requirement.   



 

13 

 

Advocates Office’s estimated revenue requirements would be different than the actual 1 

tiered rates that GOWC has proposed. As detailed in the Chapter III (Revenue & Rate 2 

Design Section) of this Report, the tiered rates that GOWC has proposed would likely 3 

result in revenue collected being $4 million more than the revenue needed to meet 4 

revenue requirements.7 5 

4. THE COMMISSION SHOULD REQUIRE GOWC TO CALCULATE 6 

RATE BASE FOR SECOND ESCALATION YEAR 2021/2022 BY 7 

FOLLOWING THE RATE CASE PLAN. 8 

GOWC’s RO Model does not follow the Rate Case Plan (“RCP”) in calculating 9 

rate base for the year 2021/2022. The RCP states, “the attrition allowance methodology 10 

provides for rate base additions in year 3 by adding the difference between test year 1 and 11 

test year 2 rate bases to the test year 2 rate base. Depreciation expense is handled in the 12 

same way.”8 GOWC’s RO Model does not reflect this formulaic calculation. Instead, 13 

GOWC’s RO Model estimates rate base for 2021/2022 by separately forecasting each of 14 

the rate base items. GOWC’s proposal is contrary to the RCP; hence, the Commission 15 

should order GOWC to estimate rate base for the second escalated year in accordance 16 

with RCP guidelines in future GRCs.  17 

5. THE COMMISSION SHOULD UPDATE GOWC’S RO MODEL 18 

WITH THE CURRENT 8.15% RATE OF RETURN AS AGREED 19 

UPON IN THE RECENTLY SUBMITTED SETTLEMENT IN THE 20 

COST OF CAPITAL PROCEEDING A.18-05-001 21 

GOWC’s RO Model utilizes a 9.10% Rate of Return (“ROR”) in calculating 22 

return on rate base.9 The Commission should utilize an 8.15% ROR, as agreed upon in 23 

                                              
7 Refer to Chapter III, Rate Design Section. A significant portion of the overall decrease in rates recommended by 

the Public Advocates Office for single family residence is the result of corrections in rate design in order to achieve 

revenue neutrality which is not reflected in GOWC’s rate design model. 
8 See footnote 6 on p. 15 of D.04-06-018 
9 Decision (“D.”)13-05-027 authorized 9.10% Rate of Return to GOWC.  
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the recently submitted settlement in the Cost of Capital proceeding A.18-05-00, to 1 

determine the required return on GOWC’s rate base in the current GRC. 2 

6. THE COMMISSION SHOULD REQUIRE GOWC TO FILE 3 

ESCALATION YEAR STEP FILINGS IF SUCH FILINGS WOULD 4 

RESULT IN A RATE DECREASE 5 

The Commission should require GOWC to file 2020/2021 and 2021/2022 6 

escalation year filings, and provide customer notice thereof, if those filings would result 7 

in rate decreases. The RCP for Class A Water Utilities directs the Commission’s 8 

decisions for GRC to include standard ordering paragraphs providing for the option to 9 

submit escalation year increases filings subject to an earnings test (an analysis of the 10 

utility’s pro-forma rate of return).10 However, neither the RCP in general nor this 11 

standard language supplied in the RCP requires GOWC to file step filings to revise 12 

revenue requirement and tariff schedules if that would result in a decrease in rates. 13 

Making this a requirement would benefit ratepayers in situations where GOWC’s 14 

recorded rate base is less than GOWC’s authorized rate base since step filings require the 15 

use of recorded rate base in the company’s earnings test.11 This earning’s test calculation 16 

is then used to determine whether a rate increase or decrease is justified.12 In practice, all 17 

other things being equal, if a utility’s recorded rate base during the earning’s test period is 18 

significantly less than the authorized rate base for that year, the pro-forma rate of return 19 

will most likely be higher than the authorized rate of return and the utility will not be able 20 

to take the full estimated step increase for the upcoming year. If the utility has 21 

                                              
10 D.07-05-062, at A-13. 
11 Recorded rate base is considered in the Step Increase filings as a component of the calculation of the Pro Forma 

Rate of Return. DWA’s October 19, 1993 letter entitled “Appropriate Method for Determining Pro-Forma Rate of 

Return (Revised)” states: “The correct ratebase calculation should be based on the recorded 13-month weighted 

average of the rate base components.” This 1993 letter is included in the 1995 memo entitled “New Procedures for 

Filing Step Increase, Attrition, and Offset Advice Letters,” and referenced as “describ[ing] the pro-forma process in 

more detail.” 
12 D.07-05-062, at A-13. 
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significantly over-earned in the earnings test period, it may result in a calculated rate 1 

decrease for the upcoming year.  2 

Because GOWC can file step increase filings, it is reasonable to require step 3 

decrease filings. 4 

For the reasons stated above, the Commission should require GOWC to file Step 5 

filings if those filings would result in a decrease in rates. 6 

 7 

The Commission should order GOWC to: 8 

 9 

10 

11 

12 

13 

 14 

15 

 16 

 17 

18 
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CHAPTER III: OPERATING REVENUES, RATE DESIGN AND LICAP 1 

 2 

This section presents the Public Advocates Office’s analysis and recommendations 3 

on customer growth, water consumption, rate design, operating revenues and a Sales 4 

Reconciliation Mechanism special request of GOWC. The Public Advocates Office 5 

performed a review of GOWC’s testimony, supporting work papers, and its method for 6 

estimating water consumption and operating revenue.  7 

 8 

The Commission should adopt the following recommendations concerning 9 

customer forecast, water consumption, rate design, operating revenues, and Sales 10 

Reconciliation Mechanism:  11 

 12 

13 

14 

15 

16 

 17 

18 

19 

20 

21 

 22 

23 

24 

                                              
13 One CCF is approximately 748 gallons 
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 1 

2 

3 

4 

5 

 6 

7 

8 

9 

10 

11 

 12 

13 

14 

15 

16 

17 

18 

19 

 20 

1. CUSTOMER COUNT FORECAST 21 

The analysis in this section covers GOWC’s forecast of customer counts by 22 

classification and by meter size.  23 
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a) Customer Count by Customer Classification 1 

Customer projections for the Test Year 2019/2020 and two subsequent years 2 

covered by this application are provided in GOWC’s workpapers.14 GOWC’s customer 3 

growth projections are based on an average change in customer count over a nine-year 4 

period (2007/2008 to 2016/2017), with adjustments to correct for known development 5 

within GOWC’s service area, as shown in Table III-1.  6 

Table III-1: GOWC Average Customer Growth Per Year 2007/2008 to 2016/201715 7 

Customer Class 

Avg. New 

Customers 

GOWC 

Adjustment 

Rationale for 

Adjustment 

Growth 

Forecast 

Single-Family Residential 55 0 

Currently, no large single-

family residential housing 

developments are 

planned. 

55 

Multi-Family Residential 15 -11 

Only 12 multi-family 

residential housing 

developments have been 

built since 2014/2015 and 

no large growth expected. 

4 

Business -1 0 N/A -1 

Industrial 1 0 N/A 1 

Public Authority -1 0 N/A -1 

Schools 1 -1 
No new schools are 

planned. 
0 

Private Landscape Irr. 7 0 N/A 7 

Agriculture 0 0 N/A 0 

Total 77 -12   65 

GOWC applies the average annual growth rate to the projected base fiscal year 8 

2017/2018 customer totals and projects forward to fiscal TY 2019/2020, escalation year 9 

2020/2021 and attrition year 2021/2022 as shown in Table III-2.16 10 

                                              
14 A.18-07-002, Exhibit D Report on Results of Operations, Exhibit 4-1 Water Sales Forecast, Tab “Customers”, 

report titled Customers per Class Historic and Projected. 
15 A.18-07-002, Exhibit D Report on Results of Operations, Exhibit 4-1 Water Sales Forecast, Tab “Customers”, 

report titled Customers per Class Historic and Projected, Rows 28 to 38. Note that GOWC’s growth forecast for 

Industrial is positive 1, yet the GOWC methodology calculation from Updated Chapter 4 Water Sales Forecast, 

Updated Exhibit 4-1 resulted in negative 1. 
16 Updated Exhibit E GRC Workpapers, tab “WP11-Customers”. 
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Table III-2: GOWC Customer Count Forecast17 1 

Customer Class 

B
a
se

 Y
ea

r 

2
0
1
7
/2

0
1
8

 

P
ro

je
ct

ed
 

G
ro

w
th

 

P
ro

je
ct

ed
 

2
0
1
8
/2

0
1
9

 

F
o
re

ca
st

ed
 A

v
g
. 

A
n

n
u

a
l 

G
ro

w
th

 

T
es

t 
Y

ea
r 

2
0
1
9
/2

0
2
0

 

E
sc

a
la

ti
o
n

 Y
r.

 

 2
0
2
0
/2

0
2
1

 

A
tt

ri
ti

o
n

 Y
r.

 

2
0
2
1
/2

0
2
2

 

Single-Family Residential 19,926 10 19,936 55 19,992 20,047 20,102 

Multi-Family Residential 609 4 613 4 617 621 625 

Business 287 -5 282 -1 282 280 279 

Industrial 54 -1 53 -1 52 51 50 

Public Authority 147 -1 146 -1 145 144 143 

Schools 44 0 44 0 44 44 44 

Private Landscape Irr. 231 7 238 7 245 252 259 

Agriculture 6 0 6 0 6 6 6 

Total Customers 21,304 14 21,318 65 21,382 21,445 21,508 

 Rules Governing Forecasting Customer Counts 2 

The Rate Case Plan for Class A Water Utilities (D.07-05-062) recommends the 3 

following methodology for forecasting the number of customers: 4 

Forecast customers using a five-year average of the change in the number of 5 

customers by customer class. 18 6 

 Errors in GOWC Customer Growth Forecast 7 

Methodology Result in Substantial Undercounting 8 

In reviewing GOWC’s customer count forecast, significant issues were found in 9 

the methodology and data. Those issues include: 10 

 11 

12 

                                              
17 Totals may be slightly different due to rounding. GOWC Industrial forecast of -1 is inconsistent with its water 

sales forecast workpapers and methodology which total +1. 
18 D.07-05-062, page A-23, footnote 4. 
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1 

2 

 3 

4 

 5 

6 

 7 

8 

9 

Comparing GOWC’s forecast from the last GRC for TY 2016/201723 to the actual 10 

recorded numbers provided in the Application workpapers in this GRC for that same 11 

period,24 as shown in Table III-3, reveals inaccuracies in GOWC’s methodology resulting 12 

in a total of 270 fewer customers than recorded for TY 2016/2017. The Fiscal Year 13 

2017/2018 forecast was also under estimated and the cumulative difference grew to 371 14 

customers.25 15 

                                              
19 The Public Advocates Office sent the data request A1807002 GOWC GRC TY 2019 ORA Data Request No. 005 – 

Rate Design and Low Income asking GOWC, in question 5.2 (a through f), to explain why some customer count 

annual change totals (specific cells were identified in the DR) were in consistent with other years. GOWC Response 

to ORA-005, responses 5.2 a through f, basically stated that was the way they added up with no explanation why. 

Later, GOWC response to 13.1b of GOWC Response to Cal PA-013 noted that changes to classifications were made 

and customers were moved from one class to another. This reclassification caused totals to increase or decrease in 

noted customer classifications making them inconsistent with previous year totals.  
20 GOWC noted limited growth potential in area, but trends over the last five years show otherwise. See Updated 

Exhibit E GRC Workpapers, tab “Customers”. 
21 Updated Exhibit E GRC Workpapers, tab “Customers”. 
22 See Updated Exhibit 4-1 Repaired, tab “Customers”, cell B33 and Updated Exhibit E GRC Workpapers, tab 

“WP11-Customers” cell K27. 
23 A.15-07-001, Exhibit E GRC Workpapers, tab “WP11 – Customers”. 
24 A.18-07-002  Exhibit E GRC Workpapers, tab “WP11 – Customers”. 
25 A.18-07-002  Updated Exhibit E GRC Workpapers, tab “WP11 – Customers”. 
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Table III-3: Comparison of GOWC Projected and Recorded TY 2016/2017 1 

Customer Totals26  2 

Customer Class 

Total Customer 

Forecast 

2016/2017 

Total Customers 

Recorded 

2016/2017 

Difference of 

Projected from 

Actuals 

Single-Family Residential 19,598 19,831 233 

Multi-Family Residential 598 609 11 

Business 311 276 -35 

Industrial 42 54 12 

Public Authority 157 147 -10 

Schools 34 44 10 

Private Landscape Irr. 182 231 49 

Agriculture 6 6 0 

Total Customers 20,928 21,198 270 

The errors in GOWC’s annual forecasted change, or growth rate, resulted in only 3 

five additional single-family residences each fiscal year and zero growth in all other 4 

customer classifications. As shown in Table III-4, the GOWC change for 2016/2017 was 5 

under forecasted by 202 customers (over 40 times more than projected). Large 6 

inaccuracies in GOWC’s forecasting date back to years 2013/2014 to 2014/2015.27  7 

Table III-4: Comparison of GOWC Forecasted and Recorded TY 2016/2017 Change 8 

in Customer Totals 28  9 

Customer Class 

Annual Change 
Forecasted 

TY 2016/2017 

Annual Change 
Recorded 

2016/2017 

Difference 
Forecasted from 

Actuals 

Single-Family Residential 5 185 180 

Multi-Family Residential 0 2 2 

Business 0 12 12 

Industrial 0 2 2 

Public Authority 0 0 0 

Schools 0 1 1 

Private Landscape Irr. 0 4 4 

Agriculture 0 1 1 

Total Customers 5 207 202 

                                              
26 A.18-07-002, Updated Exhibit E GRC Workpapers, tab “WP11 – Customers.”  
27 A.15-07-001, Exhibit E GRC Workpapers, tab “WP11 – Customers” and A.18-07-002, Updated Exhibit E GRC 

Workpapers, tab “WP11 – Customers”. 
28 A.18-07-002, Exhibit E GRC Workpapers, tab “WP12 – Customers”. 
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 Customer Count Forecast Should be Based on the Rate 1 

Case Plan Methodology of a Five-Year Average  2 

Using the 5-year average of the change in customers by customer class, as 3 

recommended in the Rate Case Plan, provides a more accurate methodology for 4 

determining annual change in the customer count forecast for customer classifications 5 

(see Table III-5). In addition, the Commission should account for the following: 6 

 7 

 8 

9 

 10 

 11 

12 

Table III-5: Five-Year Average Change in Annual Customer Count29 13 

Customer Class 

5-Year Avg 

Change Adjustment 

Rationale for 

Adjustment 

Forecasted 

Growth 

Single-Family Residential 137 0 N/A 137 

Multi-Family Residential 3 0 N/A 3 

Business 1 2 Removed years 

impacted from 

reclassifications on 

July 1, 201430  

3 

Industrial 3 -1 2 

Public Authority -3 2 -1 

Schools 2 -1 1 

Private Landscape Irr. 11 0 N/A 11 

Agriculture 0 0 N/A 0 

Total 154 2  156 

Starting with the recorded customer count of fiscal year of 2017/2018, as shown in 14 

Table III-6, the average annual changed is added to project the fiscal year 2018/2019 15 

customer count. The same is done going forward to forecast each year until attrition year 16 

                                              
29 Updated Exhibit E GRC Workpapers, tab “WP12 – Customers”.  
30 GOWC Response to Cal-PA-013, response 13.1b. 
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2021/2022. The subsequent outcome of total customer counts reveals a more consistent 1 

trend with historical data in comparison to GOWC’s forecast, as shown in Figure III-1. 2 

Table III-6: Customer Count Forecast Based on Rate Case Plan Methodology31 3 

Customer Class 
Recorded 

2017/2018 

Annual 

Growth 

Projected 

2018/2019 

Forecasted  

Test Year 

2019/2020 

Forecasted 

Escalation 

Year 

2020/2021 

Forecasted 

Attrition 

Year 

2021/2022 

Single-Family 

Residential 
             

19,926  137  20,063  20,200  20,337  20,474  

Multi-Family 

Residential 
                 

609  3  612  615  618  621  

Business 287  3  290  293  296  299  

Industrial 54  2  56  58  60  62  

Public Authority 147  (1) 146  145  144  143  

Schools 44  1  45  46  47  48  

Private Landscape  231  11  242  253  264  275  

Agriculture 6           -    6  6  6  6  

Total Customers 21,304          156  21,460  21,616  21,772  21,928  

Figure III-1: Customer Count Forecasts in Comparison to Trend 32 4 

 5 

                                              
31 Recorded 2017/2018 customer count from Updated Exhibit E GRC Workpapers, tab “WP12 – Customers”. 

Numbers may vary slightly due to rounding. 
32 Updated Exhibit E GRC Workpapers, tab “WP12 – Customers”. 
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 The Commission Should Adopt the Public Advocates 1 

Office Customer Count by Classification Forecast 2 

The Commission should adopt the annual customer growth as shown in Table III-3 

6. The Public Advocates Office follows the methodology recommended in the Rate Case 4 

Plan and its outcomes are more consistent with historical trends. 5 

b) Customer Count by Meter Size 6 

Issues encountered with the customer counts per classification can also be found in 7 

the customer counts per meter size. Additional issues include: 8 

 9 

10 

 11 

12 

 13 

14 

A reasonable TY 2019/2020 forecast of customers per meter size per classification 15 

can be determined as a ratio of customer counts per customer classification based on the 16 

last recorded data in fiscal year 2017/2018. Table III-7 lists the last recorded customer 17 

counts as of 2017/2018, Table III-8 provides the ratios per customer class and meter size 18 

based on Table III-7, and Table III-9 presents the TY 2019/2020 forecasted distribution 19 

of customers per meter size based on the customer classification forecast. 20 

                                              
33 Update Exhibit E GRC Workpapers, tab “WP46 – 2019/2020 Customers & Srvc” cells C24 and G21. There is a 

difference of 357. 338 relates to Private Fire Service, but the remaining 19 are unaccounted for. Although some 

customers, such as multi-family residential, may have multiple meters per customer, any difference in counts would 

reflect a higher number of metered services than customer counts per classification. GOWC’s forecast showed just 

the opposite. 
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Table III-7: Recorded 2017/2018 Customer Count by Meter Size and Classification34 1 
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5/8 x 3/4-inch 5,936 37 69 1 7 0 7 0 6,057 

3/4 Inch 13,262 118 14 0 5 2 6 3 13,410 

1 Inch 642 239 34 3 14 0 36 0 968 

1.5 Inch 77 58 39 3 22 6 73 2 280 

2 Inch 8 110 110 41 67 14 107 1 458 

3 Inch 1 17 9 4 21 10 2 0 64 

4 Inch 0 14 11 1 10 9 0 0 45 

6 Inch 0 5 1 1 1 3 0 0 11 

8 Inch 0 8 0 0 0 0 0 0 8 

10 Inch 0 3 0 0 0 0 0 0 3 

12  Inch 0 0 0 0 0 0 0 0 0 

14  Inch 0 0 0 0 0 0 0 0 0 

Total 19,926 609 287 54 147 44 231 6 21,304 

Table III-8: Ratios of Recorded 2017/2018 Customer Count by Meter Size and 2 

Classification35 3 
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5/8 x 3/4-inch 29.8% 6.1% 24.0% 1.9% 4.8% 0.0% 3.0% 0.0% 

3/4 Inch 66.6% 19.4% 4.9% 0.0% 3.4% 4.5% 2.6% 50.0% 

1 Inch 3.2% 39.2% 11.8% 5.6% 9.5% 0.0% 15.6% 0.0% 

1.5 Inch 0.4% 9.5% 13.6% 5.6% 15.0% 13.6% 31.6% 33.3% 

2 Inch 0.0% 18.1% 38.3% 75.9% 45.6% 31.8% 46.3% 16.7% 

3 Inch 0.0% 2.8% 3.1% 7.4% 14.3% 22.7% 0.9% 0.0% 

4 Inch 0.0% 2.3% 3.8% 1.9% 6.8% 20.5% 0.0% 0.0% 

6 Inch 0.0% 0.8% 0.3% 1.9% 0.7% 6.8% 0.0% 0.0% 

8 Inch 0.0% 1.3% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 

10 Inch 0.0% 0.5% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 

12  Inch 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 

14  Inch 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 

Total 100% 100% 100% 100% 100% 100% 100% 100.0% 

                                              
34 GOWC Response to Cal PA-013, page 3. 
35 Do to rounding, the totals may vary slightly. 
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Table III-9: TY 2019/2020 Forecasted Customer Count by Meter Size Based on 1 

Customer Classifications Forecast and Last Recorded Ratios 2 
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5/8 x 3/4-inch 6,018 37 70 1 7 0 8 0 6,141 

3/4 Inch 13,444 119 14 0 5 2 7 3 13,594 

1 Inch 651 241 35 3 14 0 39 0 983 

1.5 Inch 78 59 40 3 22 6 80 2 290 

2 Inch 8 111 112 44 66 15 117 1 474 

3 Inch 1 17 9 4 21 10 2 0 65 

4 Inch 0 14 11 1 10 9 0 0 46 

6 Inch 0 5 1 1 1 3 0 0 11 

8 Inch 0 8 0 0 0 0 0 0 8 

10 Inch 0 3 0 0 0 0 0 0 3 

12  Inch 0 0 0 0 0 0 0 0 0 

14  Inch 0 0 0 0 0 0 0 0 0 

Total 20,200 615 293 58 145 46 253 6 21,616 

 The Commission Should Adopt the Customer Count 3 

by Meter Size Forecast Based on Ratios from the Last 4 

Recorded Customer Count 5 

The Commission should adopt the annual customer count by meter size forecast as 6 

shown in Table III-9. The recommendation is based on the Rate Case Plan customer 7 

count forecasting methodology in addition to allocating customer counts per meter size 8 

based on the last recorded annual counts.  This methodology results in additional annual 9 

revenue of $66,420 at present rates and lowers the total requested increase in rates by an 10 

equivalent amount.36 11 

                                              
36 Using GOWC and Public Advocates Office’s forecasted customers in place of 2018/2019 service charges using 

Updated Exhibit E GRC Workpapers, tab “WP36 – 2018-2019 Sales & Revn”. 
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2. WATER CONSUMPTION FORECAST 1 

The analysis in this section covers GOWC’s forecast of water consumption. 2 

GOWC’s total water consumption forecast for TY 2019/2020 is 4,302,770 CCF.37 3 

GOWC’s consumption forecast per customer is shown in Table III-10.  4 

Table III-10: GOWC Water Sales Forecast for Test Year 2019/202038 5 

Customer Class Total Sales (CCF) 

Projected 

Customers 

Sales Per 

Customer (CCF) 

Single-Family Residential                  2,569,772                        19,992                        128.54  

Multi-Family Residential                     731,885                             617                     1,186.20  

Business                     229,411                             281                        816.41  

Industrial                       99,727                               52                     1,917.83  

Public Authority                     160,225                             145                     1,105.00  

Schools                     198,765                               44                     4,517.39  

Private Landscape Irr.                     312,985                             245                     1,277.49  

Total Other                               -                                   6                                -    

Total                  4,302,770                        21,382    

a) Rules Governing Water Sales Forecast 6 

In D.04-06-018, the Commission adopted the New Committee Method for 7 

forecasting customer water consumption. The New Committee Method provides the 8 

following guidance: 9 

 10 

11 

12 

13 

14 

 15 

                                              
37 Updated Exhibit E GRC Workpapers, tab “WP3 – Water Sales CCF”. The CCF amounts differ slightly from the 

workpapers due to rounding.  
38 Updated Exhibit E GRC Workpapers, tab “WP3 – Water Sales CCF”.  
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 1 

2 

3 

4 

5 

 6 

7 

8 

9 

In D.16-12-026, the Commission ordered “Class A and B water utilities to bring 10 

forth proposals in their next GRC application to improve their forecasting methods to 11 

align rates to costs, and send timely conservation signals.”39 In addition, the Commission 12 

stated, “Those proposals shall provide analysis and information to make a showing that 13 

the proposals are well-calculated to meet this Decision’s objectives, and shall be 14 

evaluated for their consistency with the principles adopted in this Decision.”40 15 

b) Review of GOWC’s Water Usage Forecast 16 

GOWC developed a new methodology in determining its water consumption 17 

forecast for TY 2019/2020. As noted in its Water Sale Forecast, “Great Oaks’ water sales 18 

forecast for the Test Year are based upon water usage that is 20 percent less than 2013 19 

water usage across all customer classes, with projected customer numbers based upon 20 

growth and limited development within Great Oaks’ service area.”41 As further discussed 21 

below, GOWC’s updated total water forecast of 4,302,770 CCF42 for TY 2019/2020 is 22 

reasonable. However, the Commission should adopt a more accurate water usage 23 

percentage per customer classification. 24 

                                              
39 D.16-12-026, page 31. 
40 D.16-12-026, page 32-33. 
41 Exhibit D Report on Operations, Chapter 4 Water Sales Forecast, page 6. Based on a recommendation by the 

SCVWD, GOWC’s set a conservation goal to reduce all customer classification usage by 20 percent of 2013 usage. 
42 One CCF is approximately 748 gallons 
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 The Commission Should Authorize GOWC’s Total 1 

Water Consumption Forecast 2 

GOWC’s historical and forecasted annual water usage, as shown in Figure III- 2, 3 

illustrates an upward trend in the last two fiscal years with a decrease in that trend going 4 

forward into TY 2019/2020. While the increase in usage at the end of the drought is 5 

expected, it is not unreasonable that future water usage will flatten out as a new rate 6 

design is implemented (see the Rate Design section of this testimony).  7 

Figure III-2: GOWC’s Historical and Forecasted Total Waters Sales Per Year43 8 

 9 

 The Commission Should Adopt an Accurate Water 10 

Usage Percentage Per Customer Classification 11 

While GOWC’s methodology of reducing water usage by 20 percent is in line 12 

with the recommendations by the Santa Clara Valley Water District, it is not a reasonable 13 

methodology for determining water usage per customer classification. In the case of 14 

single-family residential customers, the number of people per household does not factor 15 

                                              
43 Updated Exhibit E GRC Workpapers, tab “WP3 – Water Sales CCF”. 
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into GOWC’s calculation. While reducing water usage from 160 CCF to 128 CCF may 1 

be easy for a household of one, it will be far more difficult for a family of four or more 2 

living in one household. In addition, GOWC reported its single-family residential usage 3 

at 87 gallons per capita per day (GPCD) in its June 2018 Supplier Conservation report to 4 

the State Water Resources Control Board.44 This exceeds its SBX 7-7 2020 reduction 5 

target of 98 GPCD45 by 11 percent. 6 

A more accurate methodology for calculating customer usage per customer 7 

classification can be determined by first calculating the distribution ratio of water usage 8 

per classification, based on an average of the last three recorded years,46 and applying 9 

those ratios to the total water usage forecast of 4,302,770 for TY 2019/2020 to get the 10 

total usage per customer classification. The results, multiplied by the forecasted customer 11 

counts for 2019/2020, will determine the customer usage per classification as shown in 12 

Table III-11.  13 

Table III-11: Public Advocates Office TY 2019/2020 Water Usage Forecast47 14 

Customer Class 

Customer Count 

Distribution Avg. 

2015/16 to 

2017/18 

Usage Per 

Customer 

Classification 

Customer 

Counts 

Customer 

Usage Per 

Classification 

Single-Family Residential 55.6% 2,392,429  20,200 118.4 

Multi-Family Residential 20.0% 862,370 615 1402.2 

Business 8.0% 342,173  294 1167.8 

Industrial 2.2% 94,306  57 1626.0 

Public Authority 4.9% 212,534  146 1465.8 

Schools 3.8% 164,587  45 3578.0 

Private Landscape Irr. 5.4% 231,887  252 919.6  

Agriculture 0.1% 2,483  7 413.8  

Total 100.0% 4,302,770  21,616   

                                              
44 Website: 

https://www.waterboards.ca.gov/water_issues/programs/conservation_portal/docs/2018aug/supplierconservation_08

0718.xlsx, page 4. 
45 Exhibit 3-5 2015 Urban Water Management Plan, page 25.   
46 Three years were used instead of five years due to the changing water usage trend resulting from the end of water 

conservation mandates. 
47 Customer Count Ratio Average based on average ratio of total customer per classification from 2015/2016 to 

2017/2018 and can be found in Update Exhibit E GRC Workpapers, tab WP3 – “Water Sales CCF”.  

https://www.waterboards.ca.gov/water_issues/programs/conservation_portal/docs/2018aug/supplierconservation_080718.xlsx
https://www.waterboards.ca.gov/water_issues/programs/conservation_portal/docs/2018aug/supplierconservation_080718.xlsx
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 GOWC’s Unaccountable Water Forecast is 1 

Reasonable but Should Adopt Measures to Reduce 2 

Water Losses. 3 

The Public Advocates Office does not oppose GOWC’s Unaccounted-for Water 4 

forecast of 7.20 percent for fiscal TY 2019/2020, but urges GOWC to implement 5 

measures to reduce water losses. 6 

In the last GRC, A.15-07-001, GOWC forecasted unaccounted-for water at 3.4 7 

percent of total production. This amount was aggressive regardless of the expected 8 

reduction in water loss from the Meter Replacement Program. This is apparent from 9 

GOWC’s Water Sales reports (see Table III-12), which showed a ten-year average of 10 

6.41 percent water loss and GOWC’s 2017 Water Loss Audit, which reported a loss of 11 

7.14 percent.48 GOWC’s new water loss forecast is more realistic but bordering on the 12 

Rate Case Plan’s threshold of 7 percent. GOWC is urged to take measures to reduce 13 

water losses. 14 

Table III-12: GOWC Unaccounted for Water Annual Results and Projections49 15 

Fiscal Year 

Total Water 

Produced 

Unaccounted for 

Water 

Unaccounted for 

Water Percent of 

Total Produced 

Recorded 2012/2013 5,425,834 388,481 7.16% 

Recorded 2013/2014 5,261,177 176,940 3.36% 

Recorded 2014/2015 4,354,374 79,825 1.83% 

Recorded 2015/2016 3,748,661 326,256 8.70% 

Recorded 2016/2017 3,979,676 279,921 7.03% 

Projected 2017/2018 4,599,682 331,177 7.20% 

Projected 2018/2019 4,606,011 331,633 7.20% 

Test Year 2019/2020 4,612,797 332,121 7.20% 

Escalation Year 2020/2021 4,635,473 333,754 7.20% 

Attrition Year 2021/2022 4,656,458 335,265 7.20% 

Average 4,588,014 291,537 6.41% 

                                              
48 A.18-07-002, Report on the Results of Operations, Exhibit 8-1, 2017 Water Loss Audit. 
49 A.18-07-002, Exhibit E GRC Workpapers, tab “WP3 – Water Sales CCF”. 
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c) The Commission should Authorize GOWC’s Total Water 1 

Consumption Forecast but Adjust Allocation per Customer Class 2 

The Commission should authorize GOWC’s total water forecast of 4,302,770 3 

CCFs for TY 2019/2020 but adjust the usage per customer classification allocation as 4 

recommended by the Public Advocates Office in Table III-11.  5 

3. RATE DESIGN 6 

At present, GOWC’s rates are designed to collect 50 percent of fixed costs through 7 

the monthly service charge.  All other costs, both fixed and variable, are currently 8 

recovered through the quantity charge.50 GOWC proposes a new rate design that will 9 

recover 100 percent of fixed costs through the monthly service charge and 100 percent of 10 

variable costs through the quantity charge.51 11 

GOWC is also proposing a change to its current rate tier structure. GOWC 12 

currently has a three-tiered rate structure that applies to single-family residential 13 

customers, as shown in Table III-13. Because GOWC bills single-family residential 14 

customers on a bi-monthly basis, GOWC’s current and proposed tier structure is also 15 

based on bi-monthly usage. 52 16 

Table III-13: GOWC Current Bi-Monthly Tiered Rate Design 17 

Tier 

CCF 

Range Rate 

1 0 - 13 $2.6869 

2 14 - 32 $2.9101 

3 > 32 $3.3553 

GOWC proposes to modify its tiered structure to include a low-usage tier, an 18 

average tier, a higher usage tier, and a fourth “superuser” tier as shown in Table III-14.53 19 

                                              
50 Exhibit D Report on Results of Operation, Chapter 4 Water Sales Forecast, page 13. 
51 A.18-07-002, Exhibit D Report on Results of Operation, Chapter 4 Water Sales Forecast, page 14-15. 
52 A.18-07-002, Exhibit D Report on Results of Operation, Chapter 4 Water Sales Forecast, page 15. 
53 Updated Exhibit E GRC Workpapers, tab “WP48-TY 2019-2020 Consrv Rates”. 
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Table III-14: GOWC Proposed Bi-Monthly Tiered Rate Design 1 

Tier CCF Range Rate 

1 0 - 6 $1.5851 

2 7 - 16 $3.1701 

3 17 - 56 $4.7552 

4 (Superuser) > 56 $9.5103 

a) Rules Governing Rate Design  2 

All rates charged to customers by water utilities must be authorized by the CPUC. 3 

Once a utility's revenue requirement has been determined, a utility must propose what 4 

rates will be charged to customers to recover the revenue requirement. This is also 5 

referred to as revenue neutrality. Revenue neutrality helps ensure that any rate design 6 

adopted will achieve the same amount of revenue forecasted in the revenue requirement. 7 

If there is a difference between what revenue is recovered under a tiered rate design (also 8 

known as conservation rates) verses what would have been recovered under a uniform 9 

quantity rate (or flat rate), GOWC is authorized to capture that difference in 10 

memorandum and balancing accounts where over-collections are refunded back to 11 

ratepayers and under-collections are reimbursed to GOWC in the form of surcharges to 12 

ratepayers.  This memorandum account authorized for GOWC is called a Monterey Style 13 

Water Revenue Adjustment Mechanism (M-WRAM). If proposed rates, when calculated, 14 

are found to generate significantly more or less revenues than what is needed to meet the 15 

revenue requirement, those rates would not be just or reasonable.54  16 

                                              
54 Public Utility Code 451 states, “All charges demanded or received by any public utility, or by any two or more 

public utilities, for any product or commodity furnished or to be furnished or any service rendered or to be rendered 

shall be just and reasonable. Every unjust or unreasonable charge demanded or received for such product or 

commodity or service is unlawful.” 
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b) Analysis of GOWC’s Proposal 1 

 GOWC Rate Design Proposal Does Not Achieve 2 

Revenue Neutrality 3 

To ensure that a proposed rate design is achieving revenue neutrality, water 4 

companies must compare what is forecasted under the revenue requirement to what 5 

revenue would be achieved under the proposed rate design. GOWC uses a Uniform 6 

Quantity Rate when determining revenue neutrality instead of using its actual proposed 7 

rates. The Uniform Quantity Rate, which was established when water companies used a 8 

flat rate, is an estimate based on average usage (in this case GOWC’s Tier 2 usage). But 9 

as tiered rates are applied in the single-family residential customer classification, quantity 10 

charges and revenues will vary. After running a revenue neutrality test using GOWC’s 11 

actual proposed tiered rates for single-family residential customers, revenue neutrality is 12 

not achieved. As shown in Table III-15, GOWC’s rate design would likely collect 13 

$12,183,692 in single-family residential revenues while the estimated single-family 14 

residential revenues needed to achieve the revenue requirement is $8,146,434.55 This 15 

results in a $4,037,258 (50 percent) over collection from single-family residential 16 

customers.  17 

                                              
55 A.18-07-002, Exhibit E GRC Workpapers, tab “WP45 – TY 2019-2020 Sales & Rrn”. 
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Table III-15: Single Family Residential Revenue Neutrality Calculation for GOWC 1 

TY 2019/2020 Forecast 2 

GOWC TY 2019/2020 Forecasted Single-Family Residential Water Usage = 2,569,772 

Tier Group 

 Recorded FY 

2017/2018 Usage 

Ratio56  Total CCF Rate Per CCF Revenue 

Tier 1 2.6%                66,152  $1.5851 $104,855 

Tier 2 24.1%              619,817  $3.1701 $1,964,883 

Tier 3 63.8%           1,640,657  $4.7552 $7,801,571 

Tier 4 9.5%              243,145  $9.5103 $2,312,385 

Total Single-Family Residential Revenue Collected Under GOWC Proposal $12,183,694 

          

Single-Family Residential Revenues Needed for Revenue Requirement $8,146,434 

          

Total Over-Collection $4,037,260 

% Over-Collection 50% 

 GOWC’s Proposal would Increase WRAM Balances 3 

While an objective of tiered rates is for “signaling conservation and reducing 4 

reliance on WRAM balances and surcharges,”57 GOWC’s proposed rates would achieve 5 

the opposite. As noted above, GOWC would be substantially over-collecting revenues. 6 

Over-collecting revenues, even if later refunded through the Monterey WRAM 7 

mechanism, still produces negative impacts on customers, including: 8 

 9 

10 

 11 

12 

13 

                                              
56 Based on data provided from GOWC Cal PA-014-14.1 and 14.2, tab “All”. 
57 D.16-12-026, Order Paragraph 13. Ordering Paragraph 14 further states, “Such proposals shall consider the impact 

of shifting revenue recovery to fixed costs on low-income customers and propose appropriate adjustments to low-

income programs to maintain affordability and equity, while signaling conservation and reducing reliance on 

WRAM balances and surcharges.” 

 



 

36 

 

 GOWC’s Aggressive Rate Design Is Not Needed in 1 

Achieving Conservation Goals 2 

Based on a recommendation by the Santa Clara Valley Water District (SCVWD), 3 

GOWC’s set a conservation goal to reduce all customer classification usage by 20 4 

percent of 2013 usage. 58 Features of GOWC’s rate design include an added fourth 5 

“Superuser” tier, a 50 percent reduction in the water usage caps in the first and second 6 

tiers, and an increase in each tier rate with exception of Tier 1. GOWC’s last 7 

conservation status report in July of 201859 reported a single-family residential per capita 8 

usage of 87 GPCD; which is a 19.6 percent GPCD decrease from 2013. While water 9 

conservation fell just 0.4 percent short of the goals GOWC set60 (which, in itself, is no 10 

reason for aggressive conservation measures), the single-family residential water sales 11 

mark of 87 GPCD far surpasses the 2020 statutory requirement of 98 GPCD by 11 12 

percent. GOWC’s conservation goals must remain reasonable. 13 

 GOWC’s Proposal is Harmful to Low-Income 14 

Customers 15 

D.16-12-026, Ordering Paragraph 12, states that “Class A and B water utilities that 16 

seek to adjust their current rate designs and take advantage of the flexibility proposed in 17 

this decision shall consider proposing in their General Rate Case applications, or in 18 

separate, standalone applications, adjustments to tiered rates to promote conservation, 19 

rate recovery, cost-based rates, and equity, providing analysis and a showing to allow the 20 

Commission to evaluate the likely effectiveness of those proposals.”  But, it adds that 21 

“Such rate design proposals shall propose mechanisms to provide reasonable customer 22 

rates and equity for low-income customers, particularly since low-income customers 23 

                                              
58 Exhibit D Report on Results of Operation, Chapter 4 Water Sales Forecast, page 4. 
59https://www.waterboards.ca.gov/water_issues/programs/conservation_portal/docs/2018aug/supplierconservation_0

80718.xlsx 
60 It is unclear if GOWC is basing its reductions goals on customer usage or GPCD. 

 

https://www.waterboards.ca.gov/water_issues/programs/conservation_portal/docs/2018aug/supplierconservation_080718.xlsx
https://www.waterboards.ca.gov/water_issues/programs/conservation_portal/docs/2018aug/supplierconservation_080718.xlsx
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suffer from significant increases in water bills, while providing conservation 1 

incentives.”61 While GOWC is proposing to reduce its rates for Tier 1 customers, it also 2 

reduces the bi-monthly maximum quantity of water of Tier 1 usage from 13 CCF to 6 3 

CCF. At the same time, all customers that exceed 6 CCFs of bi-monthly usage face an 4 

increase in rates in all other Tiers. GOWC’s proposed tiered rate structure raises quantity 5 

rates for 42 percent of its LICAP customers that fall outside of the new Tier 1 water 6 

usage.62 At the same time, GOWC is not proposing to change the LICAP benefits.63  7 

c) Optional Alternatives to GOWC’s Tier Structure 8 

As an alternative to GOWC’s rate design proposal, Table III-16 and Table III-17 9 

list two options that are both revenue neutral. 10 

Table III-16: Public Advocates Office Optional 1 Bi-Monthly Tiered Rate Structure 11 

Tier Level Range Rates Per CCF % Fixed Cost 

Tier 1 0-6  $               1.5851  

100% 
Tier 2 7-35  $               2.3776  

Tier 3 36-56  $               3.9626  

Tier 4 >56  $               7.9253  

Table III-17: Public Advocates Office Optional 2 Bi-Monthly Tiered Rate Structure 12 

Tier Level Range Rates Per CCF % Fixed Cost 

Tier 1 0-6  $          1.5851  

50% 
Tier 2 7-35  $          3.2684  

Tier 3 36-56  $          5.3258  

Tier 4 >56  $          9.5103  

GOWC’s current and proposed rate design compared to optional rate designs 13 

offered by the Public Advocates Office are illustrated in Figure III-3. For comparative 14 

analysis, all rate designs in Figure III-3 are based on meeting GOWC’s TY 2019/2020 15 

                                              
61 This is also repeated in D.16-12-026, Ordering Paragraph 14. 
62 GOWC’s proposed rates will increase rates for all but Tier 1. Tier 1 is composed of 58% of its LICAP customers 

per the frequency table provided in GOWC Cal PA-014-14.1 and 14.2. 
63 The LICAP customers receive a 50% discount on their service charge. There is no proposal to change the 50% 

discount to customers, but the total service charge discount would increase as a result of GOWC’s proposal to 

include 100% of fixed costs in the service charge. Simultaneously, though, quantity charges will increase for all 

customer using greater than 3 CCFs a month. 
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proposed revenue requirement. While Figure III-3 illustrates a comparison of variable 1 

rates, note that GOWC’s current rates and the Public Advocates Office’s Tiered Rate 2 

Structure Option 2 (Option 2) also includes 50 percent of the fixed charges. The Public 3 

Advocates Office’s final rate recommendations may vary based on meeting the final 4 

revenue requirement.  5 

Figure III-3: Comparison of Bi-Monthly Tier Structures 6 

 7 

 Public Advocates Office Tiered Rate Structure    8 

Option 1 9 

Like GOWC’s proposed rate design, the Public Advocates Office Tiered Rate 10 

Structure Option 1 (Option 1) includes 100 percent of the fixed costs in the meter charge, 11 

mirrors the rate and tier width for Tier 1 and mirrors the maximum quantity usage for 12 

Tier 3 (i.e. the breakpoint at which “superuser” charges are assessed). The major 13 

differences with GOWC’s rate design are that Option 1 expands the maximum Tier 2 14 

breakpoint from GOWC’s 16 CCF to 35 CCF and reduces the rate for all tiers but Tier 1. 15 

The significance of this is that while GOWC’s Tiers 1 and 2 include 76 percent of all 16 

LICAP customers and 79 percent of customers overall, Option 1’s Tiers 1 and 2 include 17 
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95 percent of all LICAP customers and 95 percent of customers overall. Unlike GOWC’s 1 

rate design, Option 1 also provides revenue neutrality and is therefore less likely to result 2 

in over-collecting revenue and leading to a WRAM balance. While Option 1 is not as 3 

aggressive as GOWC’s rate design, it still adds a “Superuser” Tier 4 and only increases 4 

rates for customers in Tier 3 and Tier 4 (which pertains to customers who exceed a bi-5 

monthly usage greater than 36 CCF). It also sets a maximum Tier 1 quantity range of 3 6 

CCF monthly which is consistent with the San Jose Water Company (SJWC) Tier 1 7 

range64 and previous Commission guidance on “lifeline” water tiers.65  8 

In addition, GOWC’s 40 percent fixed costs and 60 percent variable costs mix of 9 

revenue requirements provide for a unique situation relative to other Class A water 10 

utilities. Allowing 100 percent of fixed costs to be captured in the service charge for 11 

GOWC is equivalent to the average Class A water utility, with 80 percent fixed costs and 12 

20 percent variable costs, capturing 50 percent of the fixed costs in the service charge. 13 

Both outcomes result in 40 percent of the fixed costs being captured in the service charge.  14 

 Public Advocates Office Tiered Rate Structure   15 

Option 2 16 

Option 2 has all the advantages of Option 1, but includes 50 percent of fixed costs 17 

in the quantity charge and offers different tiered rates. The major benefit of Option 2 over 18 

Option 1 is that it provides the lowest bill impact for LICAP Tier 1 users while also 19 

keeping Tier 2 bill impacts low. Option 2 also encourages conservation by putting a 20 

greater burden on GOWC customers with Tier 3 and 4 usage (which in comprised of 5 21 

percent of GOWC’s customer base). Option 2 is also revenue neutral. 22 

                                              
64 https://www.sjwater.com/sites/default/files/2018-09/Schedule%201%20August%2025%202018.pdf  
65 D.84-11-089, page 4.  

https://www.sjwater.com/sites/default/files/2018-09/Schedule%201%20August%2025%202018.pdf
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d) The Commission Should Adopt the Public Advocates Office Option 1 

2 Recommended Rate Design  2 

The Commission should adopt a four-tiered rate structure with 50 percent of fixed 3 

costs included in the quantity charge. The tier structure and rates are shown in Option 2 4 

of Table III-17. The rate design is revenue neutral, provides incentives for high users to 5 

conserve, and keeps rates low for LICAP customers. 6 

4. OPERATING REVENUES 7 

Operating revenues include service revenues (from fixed charges) and usage 8 

revenues (from variable charges or quantity rates). Fixed and variable charges are based 9 

on fixed and variable costs. Revenues are calculated as follows: 10 

Service Revenue = Customers Per Meter Size * Fixed Charge 11 

Usage Revenues = (CCF Usage Per Customer * Total Customers in that Class) * 12 

Quantity Rate 13 

The Commission should adopt a total of $18,878,336 in operating revenues for TY 14 

2019/2020, which includes $4,243,042 in service revenues and $14,635,294 in usage 15 

revenues. The $18,878,336 in total operating revenues is based on the costs and charges 16 

provided in Table III-18 and is $3,894,469 less than GOWC’s proposal of $22,772,805. 17 

Table III-18: TY 2019/2020 Recommended Operating Costs, Charges and Revenues 18 

Description Fixed Variable Total 

Costs $             8,486,084  $           10,392,252  $         18,878,336  

Charges (50% of fixed costs included 

in variable costs) 
$             4,243,042  $           14,635,294  $         18,878,336  

Revenue (Includes Private Fire 

Service) 
$             4,243,042  $           14,635,294  $         18,878,336  

a) Fixed Costs and Service Revenues 19 

The Commission should adopt $8,486,084 in fixed costs. Because the Public 20 

Advocates Office is proposing 50 percent of fixed costs be included in the variable 21 

charge, the total service revenues recommended is $4,243,042 ($4,166,527 in customer 22 
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service revenues plus $76,515 in Private Fire Protection Service revenues). The total rates 1 

and service revenues for each meter connection can be found in Table III-19. 2 

Table III-19: Public Advocates Office TY 2019/2020 Service Revenue Forecast 3 

Meter Size Customers Service Charge 

Service Revenue 

Annualized 

5/8 x 3/4                  6,141   $                                9.16   $                         675,261  

0.75                13,594   $                              13.74   $                      2,242,182  

1                    983   $                              22.91   $                         270,225  

1.5                    290   $                              45.82   $                         159,441  

2                    474   $                              73.31   $                         416,966  

3                      65   $                            137.45   $                         107,210  

4                      46   $                            229.08   $                         126,453  

6                      11   $                            458.16   $                           60,478  

8                        8   $                            733.06   $                           70,374  

10                        3   $                         1,053.78   $                           37,936  

12                      -     $                         1,511.94   $                                     -    

Total              21,615     $                      4,166,527  

A comparison of the monthly service charges for TY 2019/2020 are shown in 4 

Table III-20. The difference in service charges is attributed to differences in total service 5 

revenue requirement and customer count forecasts. 6 

Table III-20: Comparison of Monthly Service Charges per Meter Size for TY 7 

2019/2020 8 

Meter Size GOWC 

Public Advocates 

Office Difference 

5/8 x 3/4  $                          20.06   $                              9.16   $                         (10.89) 

0.75  $                          30.08   $                            13.74   $                         (16.34) 

1  $                          50.14   $                            22.91   $                         (27.23) 

1.5  $                        100.28   $                            45.82   $                         (54.46) 

2  $                        160.44   $                            73.31   $                         (87.14) 

3  $                        300.83   $                          137.45   $                       (163.38) 

4  $                        501.39   $                          229.08   $                       (272.31) 

6  $                     1,002.78   $                          458.16   $                       (544.62) 

8  $                     1,604.45   $                          733.06   $                       (871.39) 

10  $                     2,306.39   $                       1,053.78   $                    (1,252.62) 

12  $                     3,309.18   $                       1,511.94   $                    (1,797.23) 
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b) Variable Costs and Usage Revenues 1 

The Commission should adopt variable costs of $10,392,252 for TY 2019/2020. 2 

Because the Public Advocates Office is recommending 50 percent of fixed costs in the 3 

usage charge, this results in total usage revenues of $14,635,294. Service revenues are a 4 

sum of the total revenues in each customer classification. The total rates and service 5 

revenues for each customer classification can be found in Table III-21. 6 

Table III-21: Public Advocates Office Recommended TY 2019/2020 Usage Revenues 7 

Customer Class 

Forecasted 

Usage Per 

Customer 

Forecasted 

Customer 

Count Total CCFs 

Quantity 

Rate 

Usage 

Revenues 

Single-Family Residence 118.4 20,200       2,392,463  $       3.4013  $     8,137,525  

Multi-Family Residence 1402.2 615          862,382  $       3.4013  $     2,933,235  

Business 1167.8 293          342,178  $       3.4013  $     1,163,857  

Industrial 1626.0 58            94,308  $       3.4013  $        320,770  

Public Authority 1465.8 145          212,537  $       3.4013  $        722,905  

Schools 3578.0 46          164,590  $       3.4013  $        559,822  

Private Landscape 916.6 253          231,891  $       3.4013  $        788,734  

Agriculture 413.8 6              2,483  $       3.4013  $            8,446  

Total   21,616      4,302,831    $   14,635,294  

A comparison of the usage revenues is listed in Table III-22. Because GOWC 8 

proposes to capture 100 percent of its fixed costs in the fixed charge and the Public 9 

Advocates Office recommends capturing 50 percent of the fixed costs in the variable 10 

charge, usage revenues are higher under the Public Advocates Office but do not impact 11 

the final total revenues.  12 
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Table III-22: Comparison of TY 2019/2020 Usage Revenues 1 

Meter Size GOWC 

Public 

Advocates Office Difference 

Single-Family Residence  $     8,146,434   $     8,137,525   $           (8,908) 

Multi-Family Residence  $     2,320,149   $     2,933,235   $        613,085  

Business  $        727,256   $     1,163,857   $        436,601  

Industrial  $        316,146   $        320,770   $            4,624  

Public Authority  $        507,929   $        722,905   $        214,976  

Schools  $        630,105   $        559,822   $         (70,283) 

Private Landscape  $        992,194   $        788,734   $       (203,460) 

Agriculture  $                  -     $            8,446   $            8,446  

Total  $   13,640,212   $   14,635,294   $        995,082  

c) Other Revenue 2 

GOWC is currently forecasting $154,711 in Private Fire Protection Service 3 

revenues and $0 in Other Revenues. The Public Advocates Office does not oppose the 4 

Other Revenues forecast of $0 but recommends a Private Fire Protection Service revenue 5 

amount of $76,515. This amount is $76,060 less than GOWC’s request of $152,57566 6 

because of multiple errors in GOWC’s calculation. Corrections include: 7 

 8 

 9 

 10 

11 

 12 

                                              
66 Updated Exhibit E GRC Workpapers, tab “WP45 – 2019-2020 Custmrs & Rvn”. 



 

44 

 

d) Bill Comparison 1 

A single-family residential bill comparison of the average monthly usage of 22 2 

CCF is shown in Table III-23 and Table III-24. GOWC bills bi-monthly, so both tables 3 

demonstrate monthly and bi-monthly totals. 4 

Table III-23: GOWC Sample Bill at 22 CCF 5 

Description 

 Monthly Fixed 

Cost  Quantity 

Bi-Monthly 

Charge Monthly Charge 

Service Charge  $                   30.08  2 $                   60.17   $                  30.08  

          
Quantity Charge  22.0 $                   69.74   $                  34.87  

Tier 1  $                 1.5851  6.0 $                     9.51   $                    4.76  

Tier 2  $                 3.1701  10.0 $                   31.70   $                  15.85  

Tier 3  $                 4.7552  6.0 $                   28.53   $                  14.27  

Tier 4  $                 9.5103  0.0 $                           -        $                         -      

          
Subtotal     $                 129.91   $                  64.95  

CPUC Fee 1.4%   $                     1.82   $                    0.91  

Total     $                 131.73   $                  65.86  

City Tax 5.0%   $                     6.59   $                    3.29  

Total     $                 138.31   $                  69.16  

LICAP Discount  50% Off Srv. Chg.    $                   30.08   $                  15.04  

LICAP Total     $                 108.23   $                  54.12  

Table III-24: Public Advocates Office Sample Bill at 22 CCF 6 

Description 

 Monthly Fixed 

Cost  Quantity 

Bi-Monthly 

Charge Monthly Charge 

Service Charge  $                  13.74  2 $                   27.49  $                   13.74  

          
Quantity Charge  $                          -    22.0 $                   61.80  $                   30.90  

Tier 1  $                1.5851  6.0 $                     9.51  $                     4.76  

Tier 2  $                3.2684  16.0 $                   52.29  $                   26.15  

Tier 3  $                5.3258  0.0 $                           -      $                           -      

Tier 4  $                9.5103  0.0 $                           -      $                           -      

          
Subtotal     $                   89.29  $                   44.65  

CPUC Fee 1.4%   $                     1.25  $                     0.63  

Total     $                   90.54  $                   45.27  

City Tax 5.0%   $                     4.53  $                     2.26  

Total     $                   95.07  $                   47.54  

LICAP Discount  50% Off Srv Chg    $                   13.74  $                     6.87  

LICAP Total      $                   81.33   $                   40.66  



 

45 

 

e) The Commission Should Adopt $18,878,336 in Total Operating 1 

Revenues 2 

The Commission should adopt a total of $18,878,336 in operating revenues. A 3 

comparison of TY 2019/2020 operating revenue forecasts is shown in Table III-25. 4 

Table III-25: Comparison of Operating Revenues Forecasts for TY 2019/2020 5 

Description  

 GOWC 

Proposal  

 Public Advocates 

Office 

Recommendation   Difference  

% 

Difference 

Service Revenues  $     8,980,019   $            4,166,527   $    (4,813,492) -54% 

Usage Revenues  $   13,640,212   $          14,635,294   $          995,082  7% 

Private Fire Revenues  $        152,575   $                 76,515   $         (76,060) -50% 

Other Revenues  $                    -     $                          -     $                     -     
Total Revenues  $   22,772,805   $          18,878,336   $    (3,894,469) -17% 

5.  SALES RECONCILIATION MECHANISM SPECIAL REQUEST 6 

The Commission should reject GOWC’s request for an SRM because the 7 

numerous, existing ratemaking mechanisms that allow unnoticed rate increases to occur 8 

outside of general rate cases decrease customer transparency. The Commission should 9 

not compound this problem by authorizing an SRM. 10 

While D.16-12-026 held that an SRM may be a reasonable mechanism for some 11 

utilities to reduce high WRAM balances, it also directed utilities to “provide analysis and 12 

information to make a showing that the proposals are well-calculated to provide more 13 

timely cost information to customers to inform the Commission’s deliberation about the 14 

appropriate mechanism to address this issue [of high WRAM balances] and achieve the 15 

policy goals articulated [in D.16-12-16 026].”67 However, GOWC fails to do this. The 16 

Commission has asserted that a major driver of WRAM balances is inaccurate forecasting 17 

of revenues. As noted in Planning and Policy Division’s White Paper on the WRAM “If 18 

forecast revenues exactly matched actual revenue then WRAM balances would be 19 

                                              
67 D.16-12-026, page 7. 
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exactly zero.”68 As noted in the rate design section of this testimony, GOWC’s 1 

application lacks any test of its proposed rate design using its actual present and proposed 2 

rates.69 Having run the analysis, GOWC’s rate design is not revenue neutral and will 3 

likely over-collect more than $4 million (50 percent) in single-family residential quantity 4 

revenues.  5 

The Commission’s affirmation of the Water Division’s rejection of SJWC request 6 

for SRM noted that since SJWC does not have a full WRAM, “the primary reason for the 7 

SRM does not exist.”70 Because GOWC neither currently has, nor requested, a full 8 

WRAM in this proceeding, it also lacks the primary rationale for an SRM. 9 

The Commission should reject GOWC’s request for an SRM. 10 

 11 

The Commission should adopt the following recommendations: 12 

 13 

14 

15 

16 

17 

 18 

19 

20 

21 

22 

                                              
68 PPD, WRAM White Paper, supra note 21 at 3. 
69 Rather than using actual present and proposed rates to calculate revenues at present and proposed rates, GOWC 

utilizes uniform quantity rates which are not the actual rates paid by the majority of customers.  
70 Res. W-5135, page 6. 
71 One CCF is approximately 748 gallons 
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CHAPTER IV: OPERATING AND MAINTENANCE EXPENSES 1 

 2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

 15 

16 

17 

                                              
72 Attachment IV-1: “Escalation May 2018,” the escalation rates used by GOWC to forecast expenses in their 

workpapers. 
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 2 

1. 3 

4 

74 5 

75 6 

7 

                                              
73 Total O&M Expenses is from GOWC GRC Application A1807002 -  45-day update to its application. 
74 GOWC GRC Application A1807002 - Exhibit D, Chapter 5 –Operating expenses 
75 GOWC GRC application A1807002 - Exhibit E, WP: 14 –Pump tax expenses, Cell: K14 
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8 

9 

10 

11 

                                              
76 GOWC GRC Application A1807002 - “Exhibit E GRC Workpapers” under tab “WP 14 - Pump Tax Expenses” 
77 GOWC GRC Application A1807002 - “Exhibit E GRC Workpapers, WP14 - Pump tax Expenses” rows: 28 to 30 
78 An acre-foot (AF) is approximately 325,851.43 gallons 
79 GOWC provided water production data from years 2012/13 to 2017/18 under document titled “GOWC ORA 002-

1.2 Water Production” in MS excel format as a response to DR-002-Expesnes, question: 1.2. This document is 

available on request.  
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9 

10 

11 

12 

                                              
80 See the testimony of Mr. Tony Tully for the Public Advocates Office forecast of total production.  
81 The Actual Zone production percentage of 41% for Zone 2 and 59% for Zone 5 is calculated based on actual 

water production in year 2017/2018 as provided by GOWC in response to a data request under document titled 

“GOWC ORA 002-12 Water Production.” The document is available upon request. 

Ground Water 

Pumping Zone 

Actual CCF 

Production in 

2017/2018 

Actual Percentage of 

Water Production in 

2017/2018 

Theoretical Pumping 

Capacity Percentage 

in 2017/2018 

Zone-2 1,823,891 41% 70% 

Zone-5 2,640,093 59% 30% 

Total 4,463,984 100% 100% 

Item
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1 

2 

3 

 4 

2. ACCOUNT 726 – PURCHASED POWER   5 

6 

7 

82 as 8 

provided by PG&E.83  9 

10 

84 11 

12 

85  13 

14 

15 

86   16 

17 

kWh/AF Recorded 

2014/2015 

Recorded 

2015/2016 

Recorded 

2016/2017 

Projected 

2017/2018 

GOWC’s kWh/AF 

Forecast 

463 439 433 404 

18 

19 

                                              
82 GOWC GRC Application A1807002 - “Exhibit E GRC Workpapers, WP 9 - purchased Power”, cell: K22 
83 Attachment IV-2: “GOWC Response to ORA-002” – refer 1.1.b  
84 Attachment IV-2: “GOWC Response to ORA-002” – refer 1.1.a  
85 Attachment IV-2: “GOWC Response to ORA-002” – refer 1.1.a  
86 GOWC GRC Application A1807002 - “Exhibit E GRC Workpapers, WP 9 - purchased Power”, row:18. 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

 Item GOWC 

Proposed 

Public Advocates 

Recommendation 

Difference 

(a) Water Production (in AF) 10,644 10,644 0 

(b) kWh/AF 500 404 (96) 

(c) Purchased Power, $/kWh $0.18045 $0.18045 $0 

(d) Total Purchased power 

expense [(a)*(b)*(c)] 

$960,371 $775,967* $(184,405) 

 

10 

11 

12 

3. ACCOUNT 761 – MAINTENANCE T&D MAINS 13 

For TY 2019/2020, GOWC’s forecasted maintenance of transmission and 14 

distribution pipelines (“T&D Mains”) consists of labor, materials and other petty cash 15 

expenses totaling to $147,563.88 GOWC has based the forecast on the projected year 16 

                                              
87 GOWC GRC Application A1807002 - “Exhibit D Report on Results of Operation, CHAPTER 9 Conservation and 

Efficiency”, page: 4 
88 GOWC GRC Application A1807002 – 45-day update, “Updated Exhibit E GRC Workpapers” under tab “WP4 – 

O&M Expense”  
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2017/2018. GOWC uses escalation rate of 1.6% on projected year 2017/2018 to estimate 1 

the projected year 2018/2019 expenses.89 Similarly for TY 2019/2020, GOWC uses 2 

escalation rate of 1.6% on projected year 2018/2019.90 3 

4 

 5 

The 6 

927 

8 

9 

10 

11 

4. ACCOUNT 773 – CUSTOMER RECORDS & COLL. EXP.  12 

GOWC’s customer records and collection expenses consists of transportation 13 

clearing, bank charges, interest, labor, computer software, forms, labor and postage 14 

expenses.95 For TY 2019/2020, GOWC forecasts customer records and collection 15 

expenses at $150,268.96 GOWC has based the forecast on the projected year 2017/2018.  16 

17 

18 

                                              
89 Attachment IV-1: “Escalation May 2018”, 1.6% is the Non-Labor escalation Rate.  
90 Attachment IV-1: “Escalation May 2018”, 1.6% is the Non-Labor escalation Rate. 
91 Attachment IV-3: Uniform System of Accounts for Water Utilities Class A, California Public Utilities 

Commission- page: A111 
92 GOWC provides detailed account transactions for selected expense accounts for year 2017/2018 under document 

titled “GOWC ORA-004-4.5. a”, refer tab: “Acct 761 – FY 2017-2018.” This document is available upon request. 
93 Attachment IV-4: “GOWC Response to Cal PA 019”, refer 19.9.a (i). 
94 Attachment IV-4: “GOWC Response to Cal PA 019”, refer 19.9.a (ii).  
95 GOWC provides detailed account transactions for selected expense accounts for year 2017/2018 under document 

titled “GOWC ORA-004-4.5. a”, refer tab “Acct 773 – FY 2017-2018.” This document is available upon request. 
96 GOWC GRC Application A1807002 – 45-day update, “Updated Exhibit E GRC Workpapers” under tab “WP4 – 

O&M Expense” 
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97  1 

2 

98 mainly to verify that the recorded costs are accurate 3 

and in accordance with the USOA. GOWC provided invoice copies of the selected 4 

transactions through data request responses. Review of the invoices provided shows that 5 

the costs are related to company website subscription renewals and service charges.99 The 6 

Public Advocates Office does not object to GOWC’s forecasted expenses for this 7 

category. 8 

5. ACCOUNT 775 – UNCOLLECTIBLE ACCTS.  9 

10 

11 

12 

13 

14 

15 

16 

The Public Advocates 17 

Office does not object to GOWC’s forecasted expenses for this category.18 

                                              
97 Attachment IV-5: Uniform System of Accounts for Water Utilities Class A, California Public Utilities 

Commission, p. 114 

98 GOWC provides detailed account transactions for selected expense accounts for year 2017/2018 under document 

titled “GOWC ORA-004-4.5. a”, refer tab: “Acct 773 – FY 2017-2018.” This document is available upon request. 
99 Attachment IV-6: “GOWC Response to Cal PA 019”, - 19.9.b.(iv) 
100 GOWC provides detailed account transactions for selected expense accounts for year 2017/2018 under document 

titled “GOWC ORA-004-4.5. a”, refer tab: “Acct 775 – FY 2017-2018”. This document is available upon request. 
101 GOWC GRC Application A1807002 - “Exhibit E GRC Workpapers,” under tab “WP 45 – TY 2019-2020 Sales 

& Rev” refer Cell F71. 
102 GOWC GRC Application A1807002 - “Exhibit E GRC Workpapers,” under tab “WP45 - TY 2019-2020 Sales 

Rvn” refer Cell G69.  
103 Attachment IV-7: “GOWC Response to ORA-010” - 10.12.a. 
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6. 1 

2 

3 

105 4 

5 

 6 

7 

8 

9 

  10 

 11 

12 

13 

 14 

                                              
104 Attachment IV-1: “Escalation May 2018,” 1.6% is N  
105 GOWC GRC Application A1807002 - “Exhibit E GRC Workpapers,” under tab “WP4 – O&M Expenses” refer 

Cell J31. 
106 Attachment IV-8: “GOWC Response to ORA-010” – 10.1. 
107 GOWC GRC Application A1807002– “Exhibit E GRC Work papers” under tab: “WP4 - O&M expenses”, refer 

row: 31. 

Cal PA's 
Proposal

Account 765 - Maintenance of Hydrants

A
m

o
u

n
t 

in
 $
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1 

2 

 3 

4 

5 

6 

7 

  8 

9 

10 

11 

7. ACCOUNT 763 – MAINTENANCE SERVICES 12 

13 

14 

15 

16 

                                              
108 Attachment IV-1: “Escalation May 2018,” 1.6% is the  
109 Attachment IV-1: “Escalation May 2018,” 1.6% is  
110 GOWC GRC Application A1807002 - “Exhibit E GRC Workpapers,” under tab “WP4 - O&M Expenses”, refer 

row: 29.  
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 1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

                                              
111 Attachment IV-1: “Escalation May 2018,” 1.6% is  
112 Attachment IV-1: “Escalation May 2018,” the escalation rate used is 1.6% which is the  

43,683

31,904
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8. 1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

 16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

                                              
113 Uniform System of Accounts for Water Utilities Class a, CPUC, page 98 
114 Attachment IV-1: “Escalation May 2018,” 1.6% is  



 

60 

 

1 

2 

3 

4 

5 

6 

7 

  8 
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ATTACHMENT IV-1: “ESCALATION MAY 2018” 1 

 2 
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 1 
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ATTACHMENT IV-2: “GOWC RESPONSE TO ORA-002” - 1.1.A AND 1 

1.1B 2 

 3 

  4 
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ATTACHMENT IV-3: UNIFORM SYSTEM OF ACCOUNTS FOR WATER 1 

UTILITIES CLASS A, CALIFORNIA PUBLIC UTILITIES COMMISSION- 2 

PAGE: A111 3 

  4 
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ATTACHMENT IV-4: “GOWC RESPONSE TO CAL PA 019” – 19.9.A (I) 1 

AND 19.9.A (II) 2 

 3 

4 
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ATTACHMENT IV-5: UNIFORM SYSTEM OF ACCOUNTS FOR WATER 1 

UTILITIES CLASS A, CALIFORNIA PUBLIC UTILITIES COMMISSION- 2 

PAGE: A114 (SEE ACCOUNT 773 BELOW) 3 

  4 
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ATTACHMENT IV-6: “GOWC RESPONSE TO CAL PA 019” – 19.9.B (IV) 1 

 2 

3 



 

68 

 

ATTACHMENT IV-7: “GOWC RESPONSE TO ORA-010” – 10.12.A 1 

  2 
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ATTACHMENT IV-8: “GOWC RESPONSE TO ORA-010” – 10.1 

 2 

3 
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CHAPTER V: ADMINISTRATIVE AND GENERAL EXPENSES 1 

 2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

  13 

 14 

15 

16 

17 

18 

roposed ecommendation

                                              
115 Updated Exhibit E GRC Workpapers, tab “WP6 – A&G Expenses”. 
116 Updated Exhibit E GRC Workpapers, tab “WP 6 – A&G Expenses”, under cell K19. 
117 Updated Exhibit E GRC Workpapers, tab “WP 6 – A&G Expenses”, under cell K20. 
118 Updated Exhibit E GRC Workpapers, tab “WP 6 – A&G Expenses”, under cell K26. 
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 1 

1. 2 

3 

4 

5 

6 

7 

8 

 9 

a) Pension Plan Expenses 10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

                                              
119 Updated Exhibit E GRC Workpapers, tab “WP 7 – Employee Benefits”, row: 53. 
120 Updated Exhibit E GRC Workpapers, tab “WP 7 – Employee Benefits”. 
121 Exhibit E GRC Workpapers, tab “WP7 – Employee Benefits”, under Cell: R43. 
122  
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b)  “Medical Insurance” and “Dental, Accidental Death and 1 

Dismemberment (AD&D), Life Insurance” 2 

3 

 4 

5 

6 

7 

8 

1249 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

                                              
123 GOWC GRC Application A1807002– “Exhibit E GRC Work papers – WP7 Employee Benefits”  
124 GOWC GRC Application A1807002 - under Exhibit D and Chapter 5, document titled “Exhibit 5-2” 
125 Attachment V-1: “GOWC Response to Cal PA-021”, - Q.21.1.d. 
126 Attachment V-2: “GOWC Response to Cal PA-021”, - Q.21.1a. 
127 Attachment V-3: “GOWC Response to Cal PA-021”, - Q.21.3a. 
128 GOWC GRC Application A1807002– “Exhibit E GRC Work papers” under tab “WP7 - Employee Benefits”   
129 Attachment V-4: “GOWC Response to Cal PA-021”, under Q.21.1.e in page 3 and under Q.21.3b in page 4 
130 Please refer link: https://www.pwc.com/us/en/health-industries/health-research-institute/assets/pdf/hri-behind-

the-numbers-2019.pdf by Pricewaterhouse Cooper (PwC) Health Research Institute’s publishing on “Medical cost 

 

https://www.pwc.com/us/en/health-industries/health-research-institute/assets/pdf/hri-behind-the-numbers-2019.pdf
https://www.pwc.com/us/en/health-industries/health-research-institute/assets/pdf/hri-behind-the-numbers-2019.pdf
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1 

2 

c) Health Saving Account (HSA) employer contribution 3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

d) Others 15 

16 

17 

18 

                                              

trend: Behind the numbers 2019” released on June 2018. Refer page: 3. A copy of this document is available on 

request.    
131 Attachment V-5: “GOWC Response to Cal PA-021”, - 21.2.a. 
132 Attachment V-6: “GOWC’s response to Cal PA-021” - 21.2.b.  
133 Please refer link: http://blog.ubabenefits.com/2015-uba-health-plan-survey by United Benefit Advisors-executive 

summary, pages: 12 to 15. A copy of this document is available on request.  

 

http://blog.ubabenefits.com/2015-uba-health-plan-survey
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 1 

GOWC provides reimbursement of water rates for employees “if they live in the 2 

Great Oaks service area.”  GOWC uses 3% as an escalation factor of previously 3 

recorded amounts to arrive at the estimated cost of this benefit for TY 2019/2020. 135 4 

GOWC explains that the 3% escalation factor is based on actual expected increase in 5 

costs using the same estimation methodology employed in Great Oaks’ 2015 GRC.136   6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

 Holiday and Vacation-Other 19 

20 

21 

22 

                                              
134 Attachment V-7:  
135 GOWC GRC Application A1807002 – “Exhibit E GRC work papers – WP7 Employee benefits” 
136 Attachment V-8: “GOWC Response to ORA-002” - 1.3.a.  
137 Salary expenses are discussed in detail under Chapter VI – Payroll expenses in this report. 
138 The distinction made for “ratemaking budgets” allows GOWC to continue this program at its discretion without 

having the costs borne by ratepayers.  
139 Attachment V-8: “GOWC Response to ORA-002” - 1.3.a 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

2. ACCOUNT 796 – FRANCHISE REQUIREMENT 10 

11 

12 

13 

14 

15 

16 

17 

18 

                                              
140 Salary expenses are discussed in detail under Chapter VI – Payroll expenses in this report.  
141 GOWC GRC Application A1807002 forecasts franchise requirement at $

 
142 GOWC GRC Application A1807002 - 45-day update– “Updated Exhibit E GRC work papers – WP42 – test year 

2019-2020 Smry”, under cell: E15.  
143 Attachment V-9: “GOWC Response to ORA-010” under 10.15ba and 10.15.b. The MS Excel sheet provided as a 

support under document titled “GOWC ORA-010-10.15.b” is available upon request.  
144 Attachment V-9: “GOWC Response to ORA-010” under 10.15ba and 10.15.b. The MS Excel sheet provided as a 

support under document titled “GOWC ORA-010-10.15b Franchise Fee Calculation” is available upon request. 
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1 

2 

3 

4 

5 

6 

7 

Table V-4: GOWC’s Recorded Data for Last Five Years 8 

9 

10 

11 

12 

13 

14 

15 

                                              
145 Attachment V-10: “GOWC Response to Cal PA-019” - 19.8.d.  
146 Attachment V-11: “GOWC ORA-010-10.15b”.  2% franchise fee is GOWC’s proposal based on Code of City of 

San Jose provided by GOWC under document titled  
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1 

2 

3 

4 

5 

3. 6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

                                              
147 GOWC GRC Application A1807002, under point I.4(c) in Page: 4. 
148 Attachment V-12: “GOWC Response to ORA-010” - 10.11.a 
149 GOWC provided detailed account transactions for selected accounts for year 2017/2018 under document titled 

“  
150 Attachment V-13: “GOWC Response to Cal PA-019” - .19.9.e. 
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1 

2 

3 

a) Proposal for Full Implementation of WaterSmart Program 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

                                              

151 GOWC GRC Application A1807002: “Exhibit D Report on Results of Operation – CHPATER 9 

Conservation and Efficiency” refer page 1, point A.1. WaterSmart Pilot Program is one of GOWC’s 
“measures taken to promote water conservation in the last five years and the proposed test years.” 
WaterSmart program uses “WaterSmart Software” that records information on actual water usage, the 
customer’s water usage compared to similar water users and valuable information about how customers 
may conserve water through specific water-saving actions.  
152 Attachment V-14: “GOWC Response to ORA-010” -10.7.b. 
153 GOWC GRC Application A1807002, under point I.4(c) in Page: 4. 
154 GOWC GRC Application A1807002 “Exhibit D Report on Results of Operations” under “Chapter 9 

Conservation and Efficiency”, in pages 1 and 2 
155 GOWC GREC Application A1807002 “Exhibit D Report on Results of Operations” under “Chapter 9 

Conservation and Efficiency”, in point f, pages 2.  
156 GOWC GRC Application A1807002 – “Exhibit E GRC Workpapers” under tab “WP6 - A&G Expenses” in Cell 

K19 – “(105658-90396.59)” 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

b) Proposal for a New Credit Card Pilot Program 11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

                                              
157 GOWC provided response to DR-010-Epenses for 10.8.a.(ii) under document titled “GOWC ORA-010-10.8a.” 

This document is available upon request.  
158 Attachment V-15: “GOWC Response to  
159 GOWC GRC Application A1807002– “Exhibit D Report on Results of Operation, chapter 4 Operating 

Expenses”, under point 26 to point 31 in pages 29 and 30. 
160 GOWC GRC Application A1807002– “Exhibit D Report on Results of Operation, chapter 4 Operating Expenses, 

Exhibit 5-3” 
161 Attachment V-16: “GOWC Response to ORA-019” - 10.9.b. 
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1 

2 

3 

4 

5 

6 

$51,976 included in 7 

TY 2019/2020 revenue requirements8 

9 

10 

11 

c) Water Testing Expenses 12 

In its GRC Application, GOWC forecasts water quality compliance (testing) 13 

expenses at $197,264.163  14 

In response to discovery issued by the Commission’s Water Division, GOWC 15 

submitted a revised estimate for various expenses related to water quality compliance.164 16 

GOWC increased TY 2019/2020 forecast for Bacteriological Monitoring expense by 17 

$16,101. GOWC’s indicated that the effect was an overall decrease from the August 18 

update of recorded expenses.165 However, the revisions presented by GOWC in 19 

accompanying workpapers did not appear to be an update of recorded costs, but rather an 20 

update only to test year projections which conflicts with the authority provided by the 21 

                                              
162 GOWC GRC Application A1807002– “Exhibit D Report on Results of Operation, chapter 4 Operating 

Expenses”, under point 26 to point 31 in pages 29 and 30. 
163 Attachment V-12: “GOWC Response to ORA 010” - 10.11.a. GOWC explains the breakdown of outside services 

explaining the expenses incurred towards Water quality compliance (testing) expenses. 
164 The only change shown by GOWC in “Corrected Exhibit D Chapter 3 Page 6” is the Bacteriological Monitoring 

expenses. GOWC corrected Bacteriological Monitoring expenses from $109,862 in the application to $68,148.23.  
165 Attachment V-17: Email from GOWC subject: “A1807002 - Great Oaks Water Company GRC” on October 19, 

2018. 
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Commission.166 Due to the timing when GOWC provided its proposed revisions,167 there 1 

was inadequate time to conduct and incorporate additional discovery in the Public 2 

Advocates Office’s report and testimony. Absent a clear and supported explanation by 3 

GOWC on why it is reasonable to increase its test year estimate of water quality testing 4 

expenses by $16,101 more than amounts contained in its application workpapers, the 5 

Commission should not consider increasing the proposed expenses. 6 

7 

8 

9 

 10 

4. 11 

12 

13 

14 

15 

16 

17 

18 

a) Expenses Related to California Water Association (CWA) Expenses   19 

20 

21 

22 

                                              
166 Please refer Rate Case Plan under D.07-05-062  
167 GOWC emailed revisions on Friday October 19, 2018 which the Public Advocates Office became aware of on 

Monday, October 22, 2018 
168 Attachment V-18: “GOWC Response to ORA 010” - 10.11.b. 
169 GOWC GRC Application A1807002– “Exhibit E GRC Workpapers” under tab “WP6 A&G Expenses” under 

Cell: K20 – “(75188*0.7)” 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

 10 

 11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

                                              
170 GOWC provided detailed account transactions for selected accounts for year 2017/2018 under document titled 

“  
171 GOWC provided detailed account transactions for selected accounts for year 2017/2018 under document titled 

“GOWC ORA-004-4.5a”, under Tab “Acct 799 – FY 2017-2018,” refer rows: 131 to 144.

 
172 GOWC provided detailed account transactions for selected accounts for year 2017/2018 under document titled 

“GOWC ORA-004-4.5a”, under Tab “Acct 799 – FY 2017-2018” refer rows: 47 and 48. This document is available 

upon request.  
173 GOWC provided detailed account transactions for selected accounts for year 2017/2018 under document titled 

“GOWC ORA-004-4.5a”, under Tab “Acct 799 – FY 2017-2018” refer rows: 174 to 178. This document is available 

upon request. 
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1 

 2 

3 

4 

5 

6 

5. ACCOUNT 811 – RENTS 7 

8 

9 

10 

11 

  12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

                                              
174 ”Below-the-Line” is the term typically used in ratemaking for costs that should be recovered from ratepayers but 

rather placed below the line for net income so as to become the funding responsibility of shareholders. 
175 Attachment V-19: GOWC Responses to Cal PA-010 for Q.10.5.a under document titled “Lease-GOWC-20 Great 

Oaks Blvd-1-1-2009 to 12-31-2014.”  
176 GOWC GRC Application A1807002 – “Exhibit D report on Results of Operation” under “Chapter 3 Company 

Operations and Basic Information” refer response to MDR II.I.1 in page: 11.  
177 $225,919 divided 8,669 
178 Attachment V-20: 20 Great Oaks Blvd, lease per square feet.  
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1 

2 

3 

4 

5 

6 

7 

6. ACCOUNT 793 – INSURANCE  8 

9 

10 

11 

179 with12 

  18013 

14 

15 

16 

17 

18 

                                              
179 GOWC GRC Application A1807002 - 45-day update “Exhibit E GRC Workpapers” under tab “WP6-A&G 

Expenses” in cell: K14 
180 Attachment V-21: D. 16-11-006 Uniform Systems of Accounts for Class A and for Class B, C, and D Water 

Utilities page A136 
181 Attachment IV-1: “Escalation May 2018” 
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7. ACCOUNT 805 – MAINTENANCE OF GENERAL PLANT  1 

182 2 

3 

4 

, 5 

6 

 7 

8 

9 

10 

18411 

12 

13 

14 

15 

16 

17 

18 

19 

                                              
182 GOWC GRC Application A1807002 - 45-day update, under “Updated Exhibit E GRC Workpapers” under tab 

“WP6 – A&G expenses”, refer cells: I22, J22, K22, GOWC provides revised estimate.  
183 GOWC provided detailed account transactions for selected accounts for year 2017/2018 under document titled 

“GOWC ORA-004-4.5a”, under Tab “Acct 805 – FY 2017-2018.” This document is available upon request.  
184 GOWC provided detailed account transactions for selected accounts for year 2017/2018 under document titled 

“GOWC ORA-004-4.5a”, under Tab “Acct 805 – FY 2017-2018” refer rows: 388 to 395. This document is available 

upon request. 
185 Attachment V-22: “GOWC Response to Cal PA-019” - Q.  
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 1 

2 

3 

  4 

                                              
186 Please refer to the ‘Table V-1 Summary of Recommendation for TY 2019/2020’ under Table-1 of this chapter 

with individual account breakdown. Please refer to the ‘Public Advocates Recommendation’ column.  
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ATTACHMENT V-1: “GOWC RESPONSE TO CAL PA-021” – 21.1.D 1 

 2 

3 
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ATTACHMENT V-2: “GOWC RESPONSE TO CAL PA-021” – 21.1.A 1 

 2 
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ATTACHMENT V-3: “GOWC RESPONSE TO CAL PA-021” – 21.3.A 1 

 2 

3 
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ATTACHMENT V-4: “GOWC RESPONSE TO CAL PA-021” – 21.1.E AND 1 

21.3.B 2 

21.1.e:  3 

 4 

21.3.b: 5 

 6 

7 
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ATTACHMENT V-5: “GOWC RESPONSE TO CAL PA-021” – 21.2.A 1 

  2 
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ATTACHMENT V-6: “GOWC RESPONSE TO CAL PA-021” – 21.2.B 1 

  2 



 

93 

 

ATTACHMENT V-7: “GOWC RESPONSE TO CAL PA 019” - 19.7.B.(II) 1 

  2 



 

94 

 

ATTACHMENT V-8: “GOWC RESPONSE TO ORA-002” - 1.3.A. 1 

  2 



 

95 

 

ATTACHMENT V-9: “GOWC RESPONSE TO ORA-010” – 10.15.A AND 1 

10.15.B 2 

  3 



 

96 

 

ATTACHMENT V-10: “GOWC RESPONSE TO CAL PA-019” - 19.8.D. 1 

  2 
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ATTAHCMENT V-11: “GOWC ORA-010-10.15B”   1 

 2 



 

98 

 

ATTACHMENT V-12: “GOWC RESPONSE TO ORA-010” – 10.11.A 1 

 2 



 

99 

 

ATTACHMENT V-13: “GOWC RESPONSE TO CAL PA-019” - .19.9.E. 1 

  2 



 

100 

 

ATTACHMENT V-14: “GOWC RESPONSE TO ORA-010” -10.7.B. 1 

 2 

3 
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ATTACHMENT V-15: “GOWC RESPONSE TO CAL PA-010” - Q.10.7.D. 1 

 2 

3 
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ATTACHMENT V-16: “GOWC RESPONSE TO ORA-019” - 10.9.B. 1 

 2 

3 
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ATTACHMENT V-17: EMAIL FROM GOWC SUBJECT: “A1807002 - 1 

GREAT OAKS WATER COMPANY GRC” ON OCTOBER 19, 2018. 2 

 3 

4 
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ATTACHMENT V-18: “GOWC RESPONSE TO ORA 010” - 10.11.B. 1 

 2 

3 
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ATTACHMENT V-19: GOWC RESPONSES TO CAL PA-010 FOR Q.10.5.A 1 

UNDER DOCUMENT TITLED “LEASE-GOWC-20 GREAT OAKS BLVD-2 

1-1-2009 TO 12-31-2014.”  3 

 4 

5 
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ATTACHMENT V-20:  20 GREAT OAKS BLVD, LEASE PER SQUARE 1 

FEET 2 

 3 

 4 

5 



 

107 

 

 1 

The above webpage can be viewed at the following link: 2 

https://www.loopnet.com/Listing/20-Great-Oaks-Blvd-San-Jose-CA/11616391/ 3 

4 

https://www.loopnet.com/Listing/20-Great-Oaks-Blvd-San-Jose-CA/11616391/
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ATTACHMENT V-21:  D. 16-11-006 UNIFORM SYSTEMS OF ACCOUNTS 1 

FOR CLASS A AND FOR CLASS B, C, AND D WATER UTILITIES PAGE 2 

A136 3 

 4 

5 
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ATTACHMENT V-22: “GOWC RESPONSE TO CAL PA-019” - 1 

Q.19.9.F.(XIV) AND (XV) 2 

 3 

4 
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CHAPTER VI: PAYROLL 1 

 2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

 13 

14 

15 

16 

17 

18 

                                              
187 GOWC GRC Application A1807002– “Exhibit E GRC Work papers” under tab “WP10 – Employees & 

Salaries,” refer Cell: K51 
188 GOWC GRC Application A1807002 – “Exhibit E GRC Work papers” under tab “WP10 – Employees & 

Salaries,” refer Cell: K97 
189 GOWC GRC Application A1807002 application shows an error and an overestimated balance of $2,446,365 

under “WP1 Summary of earnings” – in cell J20, which was then corrected in 45-day update and provided the 

correct balance under “Updated Exhibit E GRC work papers - WP1 summary of earnings” in cell J20 
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1 

 2 

1. NEW EMPLOYEES  3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

                                              
190 GOWC GRC Application A1807002 - 45-day update – “Updated Exhibit E GRC work papers,” under tab “WP10 

– Employees & Salaries”  
191 Total forecasted salaries are the result of removing total overtime expenses from total payroll. 
192 Total overtime expenses are the overtime expenses recorded under General Office vision and Field Service 

division. 
193 San Jose Water Company GRC 2018 (A1801004)– Estimates employees per 1000 customers at 1.11 for 2018.  
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2. SALARIES 1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

                                              
194 GOWC GRC Application A1807002– “Exhibit D Report on Results of Operation” under tab “CHAPTER 5 

Operating Expenses” 
195 GOWC GRC Application A1807002– “Exhibit D Report on Results of Operation” under tab “CHAPTER 5 

Operating Expenses” 
196 GOWC GRC Application A1807004– “Exhibit D Report on Results of Operation” under tab “CHPATER 5 

Operating Expenses” 
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1 

2 

3 

4 

5 

Water System Operator200 (Field Service) 

$75,000

9,514

1,500

Chief Executive Officer201 (Management) 

$378,000

6 

7 

8 

9 

10 

                                              
197 Transparent California website link: https://transparentcalifornia.com/pages/about/ 
198 GOWC GRC Application A1807004– “Exhibit D Report on Results of Operation” under tab “CHPATER 5 

Operating Expenses” 
199 GOWC GRC Application A1807004– “Exhibit E GRC Workpapers” under tab “WP 10 - Employees & Salaries”, 

under Cell: A12 
200 GOWC GRC Application A1807004– “Exhibit E GRC Workpapers” under tab “WP 10 - Employees & Salaries”, 

under Cell: A32. 
201 GOWC GRC Application A1807004– “Exhibit E GRC Workpapers” under tab “WP 10 - Employees & Salaries”, 

under Cell: A46. 

 

https://transparentcalifornia.com/pages/about/
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

3. OVERTIME 12 

13 

14 

15 

 16 

17 

18 

19 

20 

21 

22 

23 

                                              
202 Attachment IV-1: “Escalated May 2018”. 1.80% is the Labor escalation rate.  
203 GOWC GRC Application A1807004– “Exhibit E GRC Workpapers” under tab “WP 10 - Employees & Salaries”, 

under cell: J20. 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

                                              
204 Attachment VI-1: “GOWC Response to ORA-002” - 1.4.a.  
205 Attachment IV-1: “Escalation May 2018.”  Normalization is result of escalating GOWC’s recorded amounts for 

each year with respective escalation factors for each year to arrive at the present value of the dollar amounts as of 

year 2018/2019.  
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 1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

30,673

                                              
206 GOWC GRC Application A1807004- “Exhibit D Report on Results of Operation” under “Chapter 5 Operating 

expenses”, refer point5 in page 11  
207 GOWC GRC Application A1807004 - “Exhibit E GRC Work papers” under tab “WP10 - Employees & salaries”. 

refer cell: A36 
208 Attachment IV-1: “Escalation May 2018.”  Normalization is result of escalating GOWC’s recorded amounts for 

each year with respective escalation factors for each year to arrive at the present value of the dollar amounts as of 

year 2018/2019. 
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17 

18 
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ATTACHMENT VI-1: “GOWC RESPONSE TO ORA-002” – 1.4.A  1 

 2 

3 
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CHAPTER VII: SAFETY, RELIABILITY, AND CAPITAL INVESTMENT 1 

 2 

The following testimony evaluates and makes recommendations on the safety and 3 

reliability of Great Oaks Water Company’s (“GOWC”) operations and its level of capital 4 

investment.   5 

In developing the independent recommendations contained herein, the Public 6 

Advocates Office of the California Public Utilities Commission reviewed and analyzed 7 

GOWC’s testimony, Minimum Data Requirements (“MDR”), workpapers, Capital 8 

Project Justification documents, estimating methods, and responses to various data 9 

requests (“DR”). On July 26, 2018, a field inspection was conducted of GOWC’s 10 

operations and specific proposed plant additions.   11 

 12 

The CPUC should adopt GOWC’s proposed capital budgets of $2,223,573 for 13 

2018/2019, $2,255,533 for 2019/2020, and $1,763,646 for 2020/2021.  GOWC’s 14 

proposed replacement of its fixed-asset management hardware and software should 15 

incorporate a system where every capital project is assigned a unique project identifier.  16 

Furthermore, to ensure that GOWC maintains adequate investment in necessary 17 

infrastructure, the CPUC should order GOWC to produce in its next General Rate Case 18 

(“GRC”) a detailed and comprehensive asset management plan that meets industry best 19 

practices. 20 

To further ensure the safety and reliability of GOWC operations, the CPUC should 21 

order GOWC to complete both its unfinished Emergency Response and Cross 22 

Connection Control Plans within ninety days of the final decision in this proceeding. 23 

To improve the safety of its existing operations, the CPUC should order GOWC to 24 

achieve continuous disinfection of its entire system prior to the next GRC. In order to 25 

cover the additional expenses associated with this recommendation, the CPUC should 26 
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increase GOWC’s proposed expense budgets by $100,000 for Test Year 2019/2020 and 1 

Escalation Year 2020/2021. 2 

 3 

1. CAPITAL INVESTMENT 4 

Infrastructure investment is critical to maintaining a safe and reliable water 5 

system.  GOWC requests proposed capital budgets of $2,223,573 for 2018/2019, 6 

$2,255,533 for 2019/2020, and $1,763,646 for 2020/2021.  As discussed below, the 7 

proposed projects appear prudent, reasonable, and likely to result in improved ratepayer 8 

services.  The proposed plant additions, by category, are presented in Table VII-1, below.  9 

Table VII-1: Proposed Capital Addition Categories 10 

 11 

GOWC provides justification for its proposed capital budgets in Exhibit G of its 12 

GRC application.209  Because GOWC does not maintain or possess an adequate asset 13 

management plan for scheduled maintenance and replacement of necessary infrastructure, 14 

an extensive amount of additional information was obtained through discovery to validate 15 

the reasonableness and prudency of the proposed projects.   16 

                                              
209 A.18-07-002 

Projected Test Year Escalation Year

Additions 2018/2019 2019/2020 2020/2021

     Intangible Plant -$               -$                -$               

     Land and Land Rights -$               -$                -$               

     Source of Supply Plant -$               -$                -$               

     Pumping Plant 121,000$        121,000$         121,000$        

     Water Treatment Plant 7,500$            7,500$            7,500$            

     Transmission & Distribution Plant 1,574,449$      808,266$         808,266$        

     General Plant 145,191$        913,003$         410,043$        

     Capitalized Direct Labor -$               -$                -$               

     Capitalized Allocated Payroll  (10.6%)

262,136$        288,868$         300,958$        

     Capitalized Allocated Fringe Benefits

113,297$        116,896$         115,879$        

     Total Additions 2,223,573$      2,255,533$      1,763,646$      
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The following summarizes the major categories of proposed investment and 1 

additional reviews performed: 2 

a) Transmission and Distribution Category – Reservoir and Tanks - 3 

Cathodic Protection of Tanks:  GOWC proposes the installation of 4 

cathodic protection of tanks at an estimated annual budget of 5 

$35,000.210  Cathodic protection of tanks is generally considered a cost-6 

effective method of preserving assets and reducing maintenance 7 

costs.211  If prudently designed and implemented, the American Water 8 

Works Association has found that cathodic protection can extend the 9 

life of water tanks by more than 20 years resulting in significant avoided 10 

costs for ratepayers.212   11 

b) General Plant Additions Category – Computer Equipment - New 12 

Fixed Asset Hardware and Software:  GOWC is proposing to replace 13 

its obsolete fixed asset hardware and software in 2020/2021 at an 14 

estimated capital budget of $250,000.213,214  The proposed equipment is 15 

necessary to maintain the Company’s asset records and should enable 16 

GOWC to track maintenance and repair projects, prioritize replacement 17 

projects, and integrate new assets into the system more efficiently.     18 

c) Transmission and Distribution Category – Meters - Cellular Meter 19 

Pilot Testing Project: GOWC proposes to acquire twenty-five cellular 20 

meters for pilot testing automatic meter reading of high-usage customers 21 

                                              
210 GOWC GRC A.18-07-002, Exhibit G, Proposed Capital Projects, C.1. Transmission and Distribution Plant 

Additions, pg. 2. 
211 Cathodic Protection for Steel Water Storage Tanks, David H. Kroon, P.E. American Water Works Association  
212 Ibid 
213 GOWC GRC A.18-07-002, Exhibit G, Proposed Capital Projects, D.1. General Plant Additions, pg. 3. 
214 An additional cost of the project is the licensing fee.  GOWC should choose between two options; a) Annual 

license of $110,000, or b) Perpetual license of $135,000 plus annual maintenance of $29,700. The estimated cost of 

the project is in: GOWC GRC A.18-07-002, Exhibit G-1, Proposed Cost of Fixed Asset Hardware and Software.   

 



 

122 

 

at an estimated budget of $7,500 in the Test Year.215  Pilot testing 1 

cellular meters for high-usage customers has potential water 2 

conservation benefits as more timely water usage data is provided to 3 

customers.  Additional detail on usage patterns may also be beneficial 4 

for GOWC’s future infrastructure planning.    5 

d) General Plant Additions Category - Leak Detection Equipment 6 

Project:  GOWC proposes to purchase additional leak detection 7 

equipment to reduce water loss at an estimated budget of $20,000 in the 8 

Test Year.216 Reducing water lost through the system due to leaks is an 9 

efficient conservation method that should help GOWC reduce the 10 

amount of water not used beneficially.  GOWC’s investment of $20,000 11 

in equipment to reduce system water loss would prove cost-effective 12 

with just a 0.029% annual reduction in GOWC’s total purchased water 13 

from Santa Clara Valley Water District (SCVWD).217   14 

e) Transmission and Distribution Plant Additions Category - Valve 15 

Replacements Project:  GOWC proposes to replace 15 valves that are 16 

either broken or not functioning properly.  GOWC would like to install 17 

an additional four valves used for system shutdown operations.  The 18 

total proposed budget for this project is $418,000.218 It is beneficial for 19 

GOWC to replace these valves as they can be critical in controlling 20 

pressure and flow, and isolating sections of the system for routine 21 

                                              
215 GOWC GRC A.18-07-002, Exhibit G, Proposed Capital Projects, C.1. Transmission and Distribution Plant 

Additions, pg. 3. 
216 GOWC GRC A.18-07-002, Exhibit G, Proposed Capital Projects, D.1. General Plant Additions, pg. 5. 
217 Assumes a 5-year equipment life of detection equipment and SCVWD’s projected 2020 ‘Groundwater 

Production Charge’ of $1,400/Acre-Foot. This figure can be found in GOWC response to DR-010, Q.10.14.b., 2019-

2020, Figure 4-2.1.  In 2017, SCVWD supplied GOWC with 3,257.294 Million Gallons/Year.  GOWC’s 2017 total 

non-revenue water was 233.467 Million Gallons/Year.  These two figures can be found in GOWC GRC A.18-07-

002, Exhibit 8-1, 2017 Water Loss Audit. 
218 GOWC GRC A.18-07-002, Exhibit G, Proposed Capital Projects, C.2. Transmission and Distribution Plant 

Additions, pg. 2. 
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maintenance or emergency repairs.219 Valve failures can result in 1 

serious safety risks, environmental impacts, water loss, costly property 2 

damage, and the introduction of contaminants into the distribution 3 

system.220  4 

f) General Plant Additions Category – Pumping Plant Additions: 5 

GOWC proposes to purchase and install a variable frequency drive 6 

(VFD) pump at Ashmont Tank in the Zone 2 system at a cost of 7 

$85,000.221  GOWC states that Zone 2 is the only zone pressurized 8 

through its five pumps.  One of the five pumps is smaller than the others 9 

and is responsible for limiting the starts and stops of the other four 10 

larger pumps.  The smaller pump needs to be shut down during low 11 

demand to prevent high-pressure conditions, which causes the larger 12 

pumps to cycle often.  The new VFD will enable the smaller pump to 13 

operate all year and fluctuate as needed to maintain constant pressure.222 14 

g) General Plant Additions Category – Communication Equipment 15 

project:  GOWC proposes to purchase and install water system pressure 16 

measuring devices for integration with its supervisory control and data 17 

acquisition (SCADA) system at an estimated budget of $85,000.223  18 

GOWC requests this project to add safeguards “in the event of localized 19 

pressure anomalies due to any number of possible scenarios such as 20 

main rupture, heavy fire use, etc. The pressure data will also be useful 21 

                                              

219 Drinking Water Distribution Systems: Assessing and Reducing Risks (2006), National Research Council, pg. 

22. https://www.nap.edu/read/11728/chapter/3#22 
220 

http://www.awwa.org/portals/0/files/resources/water%20utility%20management/partnership%20safe%20water/files/

assetmanagementvalves.pdf 
221 GOWC GRC A.18-07-002, Exhibit G, Proposed Capital Projects, A.1. Pumping Plant Addition, pg. 1. 
222 GOWC GRC A.18-07-002, Exhibit G, Proposed Capital Projects, A.1. Pumping Plant Addition, pg. 1. 
223 GOWC GRC A.18-07-002, Exhibit G, Proposed Capital Projects, D.4. General Plant Additions, pg. 6. 

 

https://www.nap.edu/read/11728
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when reporting average system pressure for purposes of annual water 1 

loss audits.”224 GOWC plans to install 15 devices in this GRC period.   2 

h) General Plant Additions Category – Transportation Equipment – 3 

Replacement Service Vehicles Project:  GOWC proposes to replace 4 

six service vehicles, including two Ford Dump Trucks (2000 and 2003), 5 

a 1999 Ford F250, two Ford Rangers (2009 and 2005), and a 2003 6 

Dodge Ram.  GOWC states that the two dump trucks no longer meet 7 

emission requirements and the other four vehicles have high mileage 8 

and are in poor condition.225  GOWC is proposing to purchase six new, 9 

comparable vehicle models at an estimated budget of $382,000.226 The 10 

following two regulations support GOWC’s request:  11 

 The California Air Resources Board regulation states 12 

“diesel trucks and buses that operate in California…be 13 

upgraded to reduce emissions. Newer heavier trucks and 14 

buses must meet PM [particulate matter] filter 15 

requirements beginning January 1, 2012.  Lighter and 16 

older heavier trucks must be replaced starting January 1, 17 

2015. By January 1, 2023, nearly all trucks and buses will 18 

need to have 2010 model year engines or equivalent. The 19 

regulation applies to nearly all privately and federally 20 

owned diesel fueled trucks and buses and to privately and 21 

                                              
224 See Attachment I: GOWC’s response to DR-03, Q.3.6.a. 
225 GOWC GRC A.18-07-002, Exhibit G, Proposed Capital Projects, D.3. General Plant Additions, pg. 5. 
226 GOWC GRC A.18-07-002, Exhibit G, Proposed Capital Projects, D.3. General Plant Additions, pg. 6. 
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publicly owned school buses with a gross vehicle weight 1 

rating (GVWR) greater than 14,000 pounds.”227
  2 

 The California State Administrative Manual, “Fleet Asset 3 

Replacement Schedule Criteria” listed in the table below, 4 

warrants four of the six GOWC vehicle replacements. 228    5 

6 

2. PROJECT IDENTIFICATION SYSTEM 7 

In conjunction with authorizing funds to replace its fixed-asset hardware and 8 

software, the CPUC should require GOWC to develop a project identification system to 9 

facilitate tracking of project status. None of the capital projects proposed in GOWC’s 10 

Exhibit G includes a unique project identification number.  Rather, each proposed project 11 

                                              
227California Air Resources Board, “On-Road Heavy-Duty Diesel Vehicles (In-Use) Regulation” 

https://arb.ca.gov/msprog/onrdiesel/onrdiesel.htm 
228 State Administrative Manual, Management Memo, Fleet Asset Replacement Schedule Criteria, Number MM 17-

05, November 1, 2017, pg.1. 

 



 

126 

 

includes only a reference to a GOWC account—which typically contains multiple assets.   1 

For example, the “cellular meters” project discussed above is identified only in reference 2 

to “Account 346” which is the account used for all meter assets.229  3 

A consistent project identification system would better enable the CPUC and the 4 

Public Advocates Office to track the progress of approved projects and allow easier 5 

comparison of incurred costs with previously authorized budgets.  GOWC’s proposed 6 

project to replace its fixed-asset hardware and software systems provides an excellent 7 

opportunity to configure a system where all capital projects are provided a unique project 8 

identifier that can be used in all future applications. 9 

3. WATER UTILITY INVESTMENT COMPARISON 10 

Although the Public Advocates Office recommends the CPUC adopt GOWC’s 11 

proposed capital budgets, there is insufficient detail in GOWC’s application to conclude 12 

that GOWC’s proposed budgets are sufficiently adequate for meeting all necessary 13 

infrastructure investment that is required for provision of safe and reliable service at 14 

lowest cost over a long-term planning horizon.   15 

Table VII-2 compiles data provided by the California Water Association regarding 16 

2017 infrastructure investment for each Class A water utility.230    As can be calculated 17 

from the compiled data, GOWC’s total infrastructure spending in 2017 was less than one-18 

fifth the average spending by all Class A water utilities.   In 2017, the average investment 19 

for all Class A water utilities was $356 per connection.  As reported by the California 20 

Water Association, GOWC invested less than $70 per connection in 2017.   In the current 21 

GRC, GOWC’s proposed budget for the 2019/2020 test year equates to approximately 22 

$100 per connection or slightly less than a third of the average of all Class A water 23 

utilities in 2017. 24 

                                              
229 GOWC GRC A.18-07-002, Exhibit G, Proposed Capital Projects, D. Transmission and Distribution Plant 

Additions, 4. Meters.pg. 3. 
230 http://www.calwaterassn.com/news-release-californias-regulated-water-utilities-invested-more-than-645-million-

on-needed-infrastructure-in-2017/ 
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Table VII-2: 2017 Infrastructure Investment per Connection 1 

 2 

While it is possible that the data reported by the California Water Association 3 

reflects significant and unnecessary over-investment by all other Class A water utilities or 4 

is unrepresentative of longer investment trends, the significant disparity between GOWC 5 

and the average investment per connection may also indicate a lack of necessary 6 

investment by GOWC which over time will jeopardize the safety and reliability of its 7 

service and ultimately result in higher costs to ratepayers.  To better ensure that GOWC is 8 

making the necessary investments in infrastructure, the Commission should order GOWC 9 

to provide in its next GRC a detailed and comprehensive asset management plan that 10 

meets industry standards.  11 

4. ASSET MANAGEMENT PLAN 12 

In its response to the requirement that all Class A water utilities submit an asset 13 

management plan to identify and address aging infrastructure needs,231  GOWC 14 

submitted a 2015 document entitled Infrastructure and Facilities Master Plan (“2015 15 

                                              
231 Minimum Data Requirement (MDR) II.E.18 The MDR also requires that the plan should be consistent with the 

recommendations and elements of the comprehensive asset management identified in the General Account Office’s 

March 2004 Report, GAO 04-461: Water Infrastructure: Comprehensive Asset Management has Potential to Help 

Utilities Better Identify and Plan Future Investments. This report can be found at 

https://www.gao.gov/new.items/d04461.pdf 

 

Class-A 

Water Utility 

2017  Data:  

Infastructure 

Investment 

2017: 

Number of 

Connections

2017 Infrastructure 

Investment/Connection

Cal Am 88,100,000$   188,000        468.62$                         

Cal Water 250,600,000$ 519,000        482.85$                         

Golden State 110,000,000$ 261,000        421.46$                         

San Gabriel 19,900,000$   104,000        191.35$                         

San Jose Water 140,000,000$ 224,000        625.00$                         

Suburban 16,000,000$   76,000          210.53$                         

Great Oaks 1,500,000$     21,500          69.77$                           

Liberty 19,600,000$   52,000          376.92$                         

Average 

Investment per 

Connection 355.81$                         
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Document”).232  However, the ten pages that comprise the 2015 Document submitted by 1 

GOWC is an inadequate substitute for a detailed and comprehensive asset management 2 

plan and fails in most areas to meet CPUC standards, as well as, the standards and 3 

practices established by industry organizations and federal regulators.   4 

The American Society of Civil Engineers’ (“ASCE”) 2017 Infrastructure Report 5 

Card, states “… key steps for asset management include making an inventory of critical 6 

assets; evaluating their condition and performance; developing plans to maintain, repair, 7 

and replace assets; and funding these activities.”233  The U.S. Environmental Protection 8 

Agency (“EPA”) states, “A high-performing asset management program includes detailed 9 

asset inventories, operation and maintenance tasks, and long-range financial planning.”234  10 

The EPA explains that benefits of an asset management program include “prolonging 11 

asset life and improving decisions about asset rehabilitation repair, and replacement, 12 

setting rates based on sound operational and financial planning, and reducing overall 13 

costs for both operations and capital expenditures.”235   14 

The 2015 Document submitted by GOWC offers little to no assurance that the 15 

standards and practices identified by the CPUC, ASCE, and EPA for maintaining a 16 

successful asset management program will be met.  For example, consideration of 17 

GOWC’s entire water supply is largely limited to the following one sentence in 2015 18 

Document that GOWC submitted:  “As of July 1, 2015, Great Oaks utilizes a total of 19 

nineteen (19) groundwater production wells, all located on real property owned by Great 20 

Oaks or to which Great Oaks has rights acquired through easement.”236  In contrast to the 21 

level of detail recommended by ASCE and found in more robust asset management 22 

plans,237 GOWC’s 2015 Document provides no information on the age of wells; type of 23 

                                              
232 GOWC GRC A.18-07-002, Exhibit 8-3, Infrastructure and Facilities Master Plan SP2015, Great Oaks Water 

System Facilities and Assets. 
233 https://www.infrastructurereportcard.org/wp-content/uploads/2017/01/Drinking-Water-Final.pdf  
234 https://www.epa.gov/sustainable-water-infrastructure/asset-management-water-and-wastewater-utilities 
235 https://www.epa.gov/sustainable-water-infrastructure/asset-management-water-and-wastewater-utilities 
236 GOWC GRC A.18-07-002, Exhibit 8-3, Infrastructure and Facilities Master Plan SP2015, Great Oaks Water 

System Facilities and Assets, A. Sources of Supply, pg.4. 
237 See http://www.sswd.org/home/showdocument?id=2252 

https://www.infrastructurereportcard.org/wp-content/uploads/2017/01/Drinking-Water-Final.pdf
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construction; depth; diameter; production capacity; actual production; efficiency; water 1 

quality; operational status; populations served; criticality; expected useful life; prioritized 2 

long-term rehabilitation or replacement plans.   3 

Another example of the inadequacy of GOWC’s 2015 Document as an asset 4 

management plan is found in the document’s presentation of storage facilities.  Here, the 5 

full extent of analysis on this category of critical infrastructure is contained in the 6 

following two sentences, “Great Oaks’ water system includes a total of six (6) storage 7 

tanks, with a combined capacity of 6,228,000 gallons.  All storage tanks have metal 8 

construction.”238  At a minimum, a useful asset management plan would have indicated 9 

the original date in service; remaining useful life; location; maintenance history; 10 

criticality for meeting necessary fire flows; water quality; costs; and inspection schedules 11 

and results.   12 

Similarly, GOWC’s 2015 Document offers only the following two sentences 13 

regarding the condition of all water mains and transmission lines in GOWC’s entire 14 

system, “Great Oaks’ water mains and transmission lines include cement-asbestos, steel, 15 

welded steel, SOM, ductile iron, and PVC piping.  The oldest mains and transmission 16 

lines were installed in 1959 and are only fifty years old, while the newest were installed 17 

in 2008 and are less than one year old.”239   18 

It is important to note that by the third year of the current GRC, the oldest pipes in 19 

GOWC’s system will be over 60 years old. And while it is highly unlikely that GOWC’s 20 

pipes will experience catastrophic failure around the 50-year mark that water system 21 

designers often use as the average life expectancy for most pipes,240 a more robust 22 

                                              
238 GOWC GRC A.18-07-002, Exhibit 8-3, Infrastructure and Facilities Master Plan SP2015, Great Oaks Water 

System Facilities and Assets, C. Storage Facilities, pg.5. 
239 GOWC GRC A.18-07-002, Exhibit 8-3, Infrastructure and Facilities Master Plan SP2015, Great Oaks Water 

System Facilities and Assets, B. Water Mains and Transmission Lines, pg. 4. 
240 Aging Pipe Proves Expensive for Municipalities, WaterWorld, April 1, 1999. 
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analysis than that contained in GOWC’s 2015 document is needed to guarantee that the 1 

impacts to safety, reliability, and cost are minimized as GOWC’s pipelines age. 2 

In response to discovery, GOWC stated that they have replaced “small section[s] 3 

of main (<100’) if [they] have had multiple leaks in a particular area and the repair costs 4 

amount to more than just replacing the small section.”241 In response to minimum data 5 

requirements, GOWC submitted the annual number of leaks, duration, and cost statistics 6 

for the last five years (2013-2017).242  For 2013, GOWC reported a total of 40 leaks. 7 

Although the total number of leaks decreased to 29 in 2017, the average cost to repair a 8 

leak tripled from $3,117 to $9,248 over the same period.   Since some estimates place the 9 

cost of unplanned or emergency repairs at five- to ten-times more than the cost of 10 

scheduled maintenance,243 an asset management plan that identifies, prioritizes, and plans 11 

for necessary pipeline projects in advance would likely result in long-term cost savings 12 

and improved safety and reliability of the GOWC system.   13 

Overall, there is a significant opportunity for GOWC to improve the level of 14 

attention it gives to asset management.  A detailed and comprehensive asset management 15 

plan would facilitate reviews by the Public Advocates Office and CPUC staff during rate 16 

case applications and would have likely reduced the extensive discovery that was 17 

performed to validate the prudency and reasonableness of GOWC’s proposed capital 18 

budgets in the instant proceeding.  More importantly, the benefits to system safety and 19 

reliability warrant the CPUC requiring GOWC to produce in its next GRC an asset 20 

management plan that is consistent with industry standards and best practices. 21 

5. EMERGENCY PREPAREDNESS AND RESPONSE PLANS 22 

GOWC’s Emergency Preparedness and Response Plans are incomplete.  The State 23 

Water Resources Control Board has identified emergency response planning as “an 24 

                                              
241 Ibid. 
242 GOWC GRC A.18-07-002, Exhibit D, Report on Results of Operations, Chapter 8, Q.6. and Q.8.  
243 Emergency Vs. Maintenance Repairs for Utilities, Entech Engineering. 
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essential part of ensuring customers receive a reliable and adequate supply of potable 1 

water.”244  In fact, California law requires all public water systems with 10,000 or more 2 

service connections to develop disaster preparedness plans in conjunction with related 3 

agencies to ensure that plans are sufficient to address possible disaster scenarios.245    4 

In response to the CPUC requirement that all Class A water utilities confirm 5 

compliance with applicable law, 246 GOWC submitted a 2017 document entitled Water 6 

System Emergency Response Plan (“ERP”).247  As submitted, GOWC’s ERP is 7 

incomplete.  Important sections identifying information such as mutual aid agreements 8 

and statewide notifications plans were not included.  In total, thirteen (13) separate 9 

appendices are completely missing from GOWC’s ERP.248   In response to discovery, 10 

GOWC stated, “The Appendices are a work-in-progress and will be finalized as soon as 11 

time permits.”249   12 

Additional discovery was issued to obtain GOWC’s previous ERP, which was 13 

referenced in GOWC Exhibit 3-8 as the March 17, 2008 Plan.  In its response to this 14 

additional discovery, GOWC submitted a document that was missing six (6) relevant 15 

appendices.250  16 

Based upon both the 2017 and 2008 ERP plans submitted, GOWC has had an 17 

incomplete emergency response plan for more than eight years.  The information missing 18 

in GOWC’s ERP is critical to ensuring that emergency responses are performed 19 

efficiently and effectively.   Because of the potential negative impacts to system safety 20 

and resiliency, the CPUC should require GOWC to complete and submit a completed 21 

ERP within ninety days of a final decision in this proceeding.    22 

                                              
244 Emergency Response Plan Guidance, February 2015. 
245 Government Code Section 8607.2.  
246 Minimum Data Requirement II.E.17. 
247 GOWC GRC A.18-07-002, Exhibit D, Report on Results of Operations, Chapter 8, Exhibit 8-2.   
248 Missing Appendices B through N. 
249 See Attachment II: GOWC response to ORA DR – 006, Q.6.2.a. 
250 See Attachment III: GOWC response to ORA DR – 009, Q.1 
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6. CROSS CONNECTION CONTROL PLAN 1 

GOWC’s cross-connection control plan is inadequate and creates a serious gap in 2 

efforts to ensure safe provision of drinking water.  A well-maintained cross-connection 3 

control plan is critical for mitigating the potential for contamination that can result when 4 

a reverse flow (backflow) occurs in the distribution system.  Events that can lead to 5 

backflows are common and include power outages, broken water pipes, and large-volume 6 

usage of hydrants in fire-fighting activities.  Likewise, potential cross-connections that 7 

might allow dangerous substances into the drinking water system during backflow events 8 

are also common; examples include a garden hose submerged in a bucket of pesticide, 9 

improperly installed cooling and heating systems, landscape irrigation systems, and any 10 

business where mixing of chemicals occurs.   11 

The EPA found that between 1920 and 1980, cross-connections and backflow 12 

events caused 95 percent of illness attributed to contamination of community water 13 

systems in the United States.251  As a result of widespread reporting by the American 14 

Water Works Association on the safety risks associated with cross-connections, the first 15 

standards for backflow prevention devices were created in 1980 by the American Society 16 

of Sanitary Engineering.252  Following a 1985 incident where the pesticide malathion 17 

being used in a California grain elevator entered the public water system through a faulty 18 

backflow prevention device,253 the California Department of Health Services in 1987 19 

promulgated cross-connection and backflow regulations, which among other things 20 

required water suppliers to establish plans for testing and maintaining records on 21 

backflow prevention devices throughout their systems.254     22 

                                              
251 Potential Contamination Due to Cross-Connections and Backflow and the Associated Health Risk, EPA, 

September 27, 2001. 
252 Cross Connection Control and Backflow Prevention History, July 19, 2016, Craig Carmon.  
253 Summary of Backflow Incidents, Fourth Edition, December 1995, Pacific Northwest Section of American Water 

Works Association. 
254 California Code of Regulations, Title 17, Section 7584. 
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In its previous general rate case, GOWC submitted a letter from the California 1 

Department of Public Health dated April 12, 2013, which summarized the results of an 2 

investigation that had found deficiencies in GOWC’s cross-connection control 3 

program.255  In its response, GOWC explained that it was in the process of establishing 4 

procedures.   5 

On September 6, 2016, an inspection of GOWC’s system by the State Water 6 

Resource Control Board’s Division of Drinking Water (“DDW”) determined that 7 

GOWC’s cross-connection control program did not meet regulatory requirements. 256   In 8 

particular, GOWC’s policy did not provide clear enforcement guidelines or proper 9 

customer notifications.  According to the DDW letter summarizing the inspection, 10 

GOWC informed DDW that it planned to update its cross-connection control program 11 

policy dated June 16, 1988 and would provide a copy of the updated document when 12 

available.  In its March 1, 2017 response letter, GOWC informed DDW that “GOWC is 13 

still in the process of revising the Cross Connection Control Plan [and] will send the 14 

revised CCCP to the DDW when it is complete.”  15 

In the current proceeding, the Public Advocates Office issued discovery to GOWC 16 

requesting a copy of its updated cross-connection control plan.  In its August 7, 2018 17 

response, GOWC provided a copy of its current “plan” dated June 16, 1988 and 18 

explained that “this plan is being updated and revised, but that process is not 19 

complete.”257   20 

Despite repeated requests by various state agencies to complete and submit an 21 

adequate cross-connection control plan, GOWC maintains a plan that was last updated 22 

more than thirty years ago.  Given the well-established safety risks of failing to maintain 23 

effective cross-connection control programs, GOWC should be required to complete its 24 

cross-connection control plan and submit a copy to DDW with concurrent submittal to 25 

                                              
255 Exhibit D, Report on Results of Operations, Chapter 3, Exhibit 3-8, Sanitary Surveys and Company Responses, 

April 12, 2013 letter, pg. 2;  A.15-07-001 
256 A.18-07-002, Exhibit D, Report on Results of Operations, Chapter 3, Exhibit 3-8, September 21, 2016 Sanitary 

Surveys, pg. 3. 
257 See Attachment I: GOWC Response to ORA DR-003. 
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the CPUC via a Tier I Advice Letter Compliance Filing within ninety days of a final 1 

decision in the current proceeding.   2 

7. WATER QUALITY 3 

Investor-owned Class – A water utilities are required to submit information about 4 

water quality as part of each GRC application.258 In accordance with these requirements, 5 

GOWC submitted water quality information, including recent Consumer Confidence 6 

Reports in its application materials.  The Public Advocates Office review and 7 

recommendations regarding water quality relied on GOWC’s testimony, application, 8 

workpapers, and the most recent State Water Resources Control Board, Division of 9 

Drinking Water (DDW) inspection reports.    In addition, the Public Advocates Office 10 

contacted DDW representatives to obtain updates on the agency’s appraisal of GOWC’s 11 

water systems.   12 

In summary, GOWC has received four (4) drinking water citations from the 13 

Division of Drinking Water since 2012.259  In response to each of the four citations, 14 

GOWC included disinfection as part of their Corrective Action Plan.260  In order to 15 

prevent future citations and minimize the health and safety risks associated with 16 

bacteriological contamination of its system, GOWC should design and implement a 17 

continuous disinfection process in its entire system prior to the next GRC.  The ports 18 

required for chlorination, a form of disinfection, were authorized in a previous GRC.261  19 

To support GOWC in this effort, the CPUC should authorize a budget of $100,000 for 20 

this additional expense in this GRC for Test Year 2019/2020 and Escalation Year 21 

2020/2021.  22 

                                              
258 See D.04-06-018 (adopting revised Rate Case Plan (RCP)); see also D.07-05-062 (adopting changes to the RCP 

including improved oversight of water quality data through the use of Minimum Data Requirements (MDR) 

pertaining to water quality that must be completed by the utility as part of its GRC testimony and cost of capital 

testimony). 
259 On July 1, 2014, administration of California’s drinking water quality was transferred from the Department of 

Public Health to the State Water Resources Control Board’s Division of Drinking Water. 
260 The response to each citation is discussed below.   
261 D.16-05-001, pg. 12. 

 



 

135 

 

a) Total Coliform Maximum Contaminant Levels 1 

Tests for total coliforms are used to determine the adequacy of water treatment 2 

and the integrity of the distribution system.262 The EPA’s Revised Total Coliform Rule 3 

(RTCR) and Ground Water Rule state, “All public water systems (PWS)…must comply 4 

with the RTCR…starting April 1, 2016…EPA considers total coliforms a useful indicator 5 

of other pathogens for drinking water….  The Ground Water Rule (GWR) applies to 6 

public water systems that use ground water as a source of drinking water…” 263  The EPA 7 

“set the MCLG for total coliforms at zero because there have been waterborne disease 8 

outbreaks in which researchers found very low levels of coliforms.”264 Therefore, the 9 

MCL established by the EPA for water quality testing is: 10 

“No more than 5.0% samples total coliform-positive (TC-positive) in a 11 

month. (For water systems that collect fewer than 40 routine samples per 12 

month, no more than one sample can be total coliform-positive per 13 

month.) Every sample that has total coliform must be analyzed for either 14 

fecal coliforms or E. coli if two consecutive TC-positive samples, and 15 

one is also positive for E.coli fecal coliforms, system has an acute MCL 16 

violation.”265 17 

Fecal coliform and E.coli pose a serious public health risk.  “Fecal coliform and E. 18 

coli are bacteria whose presence indicates that the water may be contaminated with 19 

human or animal wastes. Disease-causing microbes (pathogens) in these wastes can cause 20 

diarrhea, cramps, nausea, headaches, or other symptoms.”266  21 

b) GOWC Water Quality Citations (2012-2018)  22 

Since 2012, GOWC has had four separate water quality violations and was issued 23 

a citation for each water quality violation.  Each of the violations required a public notice 24 

in response to each citation.  These failures point at a problem: Although GOWC 25 

                                              
262 https://www.epa.gov/dwreginfo/revised-total-coliform-rule-and-total-coliform-rule 
263 https://www.epa.gov/dwreginfo/ground-water-rule 
264 MCLG is the “Maximum Contaminant Level Goal”; Ibid. 
265 https://www.epa.gov/ground-water-and-drinking-water/national-primary-drinking-water-regulations 
266 Ibid.  
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complies with applicable water quality standards most of the time; the remedial, 1 

temporary water disinfection actions needed in response to each one of the citations 2 

suggests that a continuous disinfection of the entire system should be undertaken to avoid 3 

repetition of this cycle.  Among its other objectives, the mission of the Public Advocates 4 

Office is to ensure that customers receive consistently good quality potable water, and 5 

continuous disinfection will help ensure that bacteriological contamination will not 6 

periodically be expected to occur.  The following four DDW citations highlight the 7 

problem:   8 

In February 2012, 5.4% of water quality samples tested positive for total coliform, 9 

which exceeded the monthly maximum contaminant level (MCL) for total coliform. 267 10 

To remedy the violation, GOWC reviewed sampling procedures with personnel and 11 

disinfected sampling stations.268 According to the DDW, GOWC initiated public 12 

notification of its violation on March 6, 2012.269 13 

On October 14, 2013, the DDW issued a second citation to GOWC for violating 14 

the Total Coliform Rule. 270  In September 2013, 5.7% of the water samples collected in 15 

GOWC’s water system had again exceeded the monthly MCL for total coliform.  Further 16 

testing verified that none of the samples collected during September 2013 tested positive 17 

for E. coli,271 however, to remedy the violation, GOWC temporarily chlorinated sample 18 

sites number 9 and 22 and flushed water mains in the affected area until the water was 19 

                                              
267 A.15-07-001, GOWC Exhibit D, Report on Results of Operations, Chapter 3, Company Operations and Basic 

Information, pg. 3.  
268 A.15-07-001 GOWC Exhibit 3-6, CDPH letter to GOWC (Water System No. 4310022), Citation No. 02-17-12C-

012 – Citation for Noncompliance Maximum Contaminant Level – Total Coliform Bacteria, dated March 6, 2012, 

pg. 15. 
269 A.15-07-001 GOWC Exhibit 3-6, CDPH letter to GOWC (Water System No. 4310022), Citation No. 02-17-12C-

012 – Citation for Noncompliance Maximum Contaminant Level – Total Coliform Bacteria, dated March 6, 2012, 

pg. 15. 
270 A.15-07-001 GOWC Exhibit 3-6, CDPH letter to GOWC (Water System No. 4310022), Citation No. 02-17-13C-

017 – Citation for Noncompliance Maximum Contaminant Level – Total Coliform Bacteria, dated October 14, 

2013, pg. 2. 
271 A.15-07-001 GOWC Exhibit 3-6, CDPH letter to GOWC (Water System No. 4310022), Citation No. 02-17-13C-

017 – Citation for Noncompliance Maximum Contaminant Level – Total Coliform Bacteria, dated October 14, 

2013, pg. 2. 
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clear and without odor.272  Subsequent samples tested negative for total coliform.273  1 

According to the DDW, GOWC initiated public notification of its violation on October 1, 2 

2013.274  3 

On April 23, 2015, the DDW issued the third citation to GOWC for violating the 4 

Total Coliform Rule.275  In March 2015, 10.4% of samples tested positive for total 5 

coliform.  Further testing verified that none of the samples tested positive for E. coli276  6 

and GOWC explained that a number of factors potentially contributed to the poor test 7 

results, including: reduced flow due to conservation, higher temperatures as they 8 

approach the summer months, less system flushing to avoid water waste, and lower 9 

aquifer levels that allowed more oxygen and nutrients into the water which could have 10 

led to bacterial growth.277   11 

To remedy the March 2015 violation, GOWC flushed the mains in the affected 12 

area, installed a chlorinator at Well #8 and started emergency chlorination.278  Subsequent 13 

samples tested negative for total coliform279 and GOWC initiated public notification of its 14 

violation on April 10, 2015.280  15 

                                              
272 A.15-07-001, GOWC Exhibit 3-6, GOWC Proof of Notification for Citation Number 02-17-13C-017, dated 

November 12, 2013, pg.7. 
273 A.15-07-001, GOWC Exhibit 3-6, GOWC Proof of Notification for Citation Number 02-17-13C-017, dated 

November 12, 2013. 
274 A.15-07-001 GOWC Exhibit 3-6, CDPH letter to GOWC (Water System No. 4310022), Citation No. 02-17-13C-

017 – Citation for Noncompliance Maximum Contaminant Level – Total Coliform Bacteria, dated October 14, 

2013, pg. 3. 
275 A. 15-07-001, GOWC Exhibit 3-6, DDW letter to GOWC - Citation No. 02-17-15C-014 – Citation for Violation 

of California Code of Regulations, Title 22, Section 64426.1(b)(1) – Water System No. 4310022, dated April 23, 

2015, pg. 1. 
276 Id., p. 5. 
277 A.15-07-001, GOWC Exhibit 3-6, GOWC Corrective Action Plan for Citation Number 02-17-15C-014, dated 

May 12, 2015. 
278 A.15-07-001, GOWC Exhibit 3-6, GOWC Corrective Action Plan for Citation Number 02-17-15C-014, dated 

May 12, 2015, pg. 39. 
279 Ibid. 
280 A. 15-07-001, GOWC Exhibit 3-6, GOWC’s Notice to Customers titled “In the Month of March 2015, Great 

Oaks Water Co. Had Levels of Coliform Bacteria Above the Drinking Water Standard,” dated April 10, 2015. 
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On January 19, 2017, the DDW issued the fourth citation to GOWC for violating 1 

the Total Coliform Rule.281  During December 2016, 15.6% of water samples tested 2 

positive for total coliform.  Further testing verified that none of the samples tested 3 

positive for E. coli282 and GOWC cited inadequate disinfection of a new section of 4 

pipeline as the cause of the bacteriological outbreak.283   5 

To remedy the January 2017 violation, GOWC immediately isolated the new 6 

pipeline and took it out of service.  GOWC then added 12.5 % sodium hypochlorite 7 

disinfectant to the Ashmont and Levin tanks.284  After samples were taken on December 8 

21, 2016, GOWC then “commenced emergency chlorination of all source water entering 9 

the service area”285  Subsequent samples tested negative for total coliform286  but GOWC 10 

continued to chlorinate their entire system until December 28, 2016.287  GOWC initiated 11 

public notification of its violation on January 10, 2017.288  Samples taken December 28, 12 

2016 through January 30, 2017 tested negative for Total Coliform and E.coli. 13 

c) Disinfection 14 

Disinfection of drinking water eliminates “bacteria or any microorganism that 15 

may be in the water.”289  Each of the four (4) water quality citations issued by DDW 16 

triggered a public notice and resulted in GOWC performing temporary disinfection of 17 

portions of its distribution system.  In response to the most recent water quality citation, 18 

GOWC commenced emergency chlorination of all source water.  19 

                                              
281 GOWC Exhibit 3-6, DDW letter to GOWC - Citation No. 02_17_17C_001 – Citation for Noncompliance Total 

Coliform Maximum Contaminant Level Violation California Code of Regulations, Title 22, Section 64426.1(b)(1) – 

Water System No. 4310022, dated January 19, 2017, pg. 1. 
282 Ibid., pg. 3. 
283 Ibid., pg. 4.  
284 GOWC Exhibit 3-6, DDW letter to GOWC - Citation No. 02_17_17C_001 – Citation for Noncompliance Total 

Coliform Maximum Contaminant Level Violation California Code of Regulations, Title 22, Section 64426.1(b)(1) – 

Water System No. 4310022, dated January 19, 2017, Corrective Action Plan, February 7, 2017.   
285 Ibid.   
286 Ibid. 
287 Ibid.  
288 GOWC Exhibit 3-6, GOWC’s Notice to Customers titled “In the Month of March 2015, Great Oaks Water Co. 

Had Levels of Coliform Bacteria Above the Drinking Water Standard,” dated January 2017. 
289 “Water on Tap what you need to know”, October 2013, pg. 8. 
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Since 2012, GOWC has taken a reactive approach to ensuring safe drinking water 1 

supply by temporarily disinfecting the system after each DDW citation as part of their 2 

Corrective Action Plan.290  A better approach would be a proactive one in which GOWC 3 

implements continuous disinfection of the entire system to avoid additional DDW 4 

citations for poor water quality.  In fact, GOWC acknowledged in discovery that the 5 

overall safety of its service would be improved if continuous disinfection was 6 

maintained. 291   7 

In February 2015, GOWC “received approval from the State Water Resources 8 

Control Board DDW to operate the Calero tank site chlorination facility a[s] 9 

precautionary disinfection for the Calero pressure zone.” 292  GOWC currently supplies 10 

water to the Calero Pressure Zone with continuous chlorination at an annual cost of 11 

approximately $7,750.293  GOWC states, “The Calero Pressure Zone is connected 12 

(physically) to the Great Oaks’ system, but water from the Calero Pressure Zone cannot 13 

travel to any other portion of the Great Oaks’ system due to system pressure and 14 

automatic control valves which isolate the water…”294   15 

The CPUC previously authorized GOWC chlorination ports for all supply sources 16 

in the GOWC system.295 Therefore, implementing continuous disinfection would likely 17 

result in relatively minor incremental cost, such as purchasing the required chemicals for 18 

injection.  A reasonable estimate for maintaining continuous disinfection of the entire 19 

GOWC system is $100,000 annually.    This estimate is based upon GOWC’s actual 20 

incurred cost of $2,500 for disinfecting the entire system for nine (9) days in response to 21 

exceeding the total coliform MCL in December 2016.296  The additional cost of $100,000 22 

                                              
290 GOWC Exhibit 3-6, DDW letter to GOWC - Citation No. 02_17_17C_001 – Citation for Noncompliance Total 

Coliform Maximum Contaminant Level Violation California Code of Regulations, Title 22, Section 64426.1(b)(1) – 

Water System No. 4310022, dated January 19, 2017, Corrective Action Plan, February 7, 2017.   
291 See Attachment II: GOWC response to Data Request – 006, Q.6.4.4. 
292 See Attachment II: GOWC response to DR-006, Q.6.4.  
293 See Attachment IV: GOWC response to DR-015, Q.15.1.c. 
294 See Attachment IV: GOWC response to DR-015, Q.15.1.a. 
295 D.16-05-001, pg. 12.   
296 See Attachment IV: GOWC response to DR-015, Q.1.b. 
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would be in addition to $7,750 in expenses already included in revenue requirements as 1 

part of ongoing disinfection of the Calero Pressure Zone.   2 

After four violations between the years 2012-2017, GOWC’s admission that 3 

disinfection improves safety, and prior authorization of chlorination facilities, the CPUC 4 

should order GOWC to design and implement a continuous disinfection process for its 5 

entire system prior to the next GRC.  6 

 7 

Infrastructure investment is critical to maintaining a safe and reliable water supply 8 

system.  GOWC has the potential to improve safety and reliability of the water system 9 

with a comprehensive Asset Management Plan, a completed Emergency Preparedness 10 

and Response Plan, and a completed updated Cross-Connection Control Plan.  The 11 

Commission should adopt, in this GRC, gross plant additions of $2,223,573 for 12 

2018/2019, $2,255,533 for 2019/2020, and $1,763,646 for 2020/2021, as requested by 13 

GOWC. 14 

GOWC can also improve the safety and quality of its water supply, consistent with 15 

both the CPUC’s and the Public Advocates Office’s mission, by achieving continuous 16 

disinfection to its entire water system.  GOWC confirmed that the safety of the system 17 

improves by maintaining a disinfectant residual.  To support GOWC in this effort, a 18 

budget of $100,000 for this additional expense should be authorized by the CPUC in this 19 

GRC for Test Year 2019/2020 and Escalation Year 2020/2021.   20 
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ATTACHMENT VII-1: GOWC RESPONSE TO DATA REQUEST – 003 1 
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 1 

2 

Great Oaks Water Company

GOWC ORA-003-3.8a

Server Estimate:
Description and Live Links prices as of 08/02/2018 Extended

1 Case Corsair Obsidian 750D Black Aluminum / Steel ATX Full Tower Computer Case 139.99$        139.99$            

1 Power Supply EVGA SuperNOVA 850 G3, 220-G3-0850-X1, 80+ GOLD, 850W Fully Modular 159.99$        159.99$            

1 Mother Board ASUS P9D-E/4L ATX Server Motherboard LGA 1150 DDR3 1600/1333 273.31$        273.31$            

1 CPU Intel Xeon E3-1270 v5 SkyLake 3.6 GHz 8MB L3 Cache LGA 1151 80W BX80662E31270V5 Server Processor 349.99$        349.99$            

2 Memory Crucial 16GB (2 x 8GB) 240-Pin DDR3 SDRAM ECC Unbuffered DDR3 1600 (PC3 12800) Server Memory Model CT2KIT102472BD160B 196.45$        392.90$            

1 Raid Card Adaptec RAID 6805E 2271800-R 6Gb/s SATA/SAS 8 Internal Ports w/ 128MB Cache Memory Controller Card, Kit 482.00$        482.00$            

2 SSD SAMSUNG 860 Pro Series 2.5" 512GB SATA III 3D NAND Internal Solid State Drive (SSD) MZ-76P512BW 209.99$        419.98$            

1 CD/DVD/BR Pioneer Black 16X BD-R 2X BD-RE 16X DVD+R 5X DVD-RAM 12X BD-ROM SATA Blu-ray Burner BDR-2209 89.99$          89.99$              

2,308.15$         

1 Router Ubiquiti Networks USG-PRO-4-US Enterprise Gateway Router with Gigabit Ethernet 269.99$        269.99$            

1 Switch Ubiquiti US-8-US Unifi Switch 99.00$          99.00$              

1 UPS APC SMT1500RM2UC 1440 VA 1000 Watts 120V 6 Outlets Pure Sinewave Smart-UPS with SmartConnect 656.58$        656.58$            

1,025.57$         

1 Application

In House Set up, implementation and application development of Ubuntu Linux Lamp Stack: Linux,  Apache, MySQL, PHP and Dojo Toolkit 

requiring approxiametly 10 to 30 man days 10,000.00$   10,000.00$      

13,333.72$      
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ATTACHMENT VII-2:  GOWC RESPONSE TO DATA REQUEST – 006 1 
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ATTACHMENT VII-3: GOWC RESPONSE TO DATA REQUEST – 009 1 
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ATTACHMENT VII-4: GOWC RESPONSE TO DATA REQUEST – 015 1 
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CHAPTER VIII: TAXES OTHER THAN INCOME 1 

 2 

This chapter presents the Public Advocates Office at the California Public Utilities 3 

Commission analysis of and recommendations for Taxes Other Than Income for Great 4 

Oaks Water Company’s (GOWC) General Rate Case (GRC) Application (A.)18-07-002. 5 

GOWC’s requests Taxes Other Than Income for Ad Valorem taxes (property taxes) and 6 

Payroll Taxes. The Public Advocates Office reviewed and analyzed GOWC’s 7 

Application, testimony, workpapers, and responses to data requests to determine the 8 

reasonableness of the requested Ad Valorem taxes and Payroll Taxes. 9 

 10 

The Commission should adopt Taxes Other Than Income amounts totaling 11 

$454,573 for TY 2019/2020. The Public Advocates Office follows the same methodology 12 

in calculating Taxes Other Than Income amounts for TY 2019/2020 as GOWC. The 13 

differences in GOWC proposed and the Public Advocates Office recommended amounts 14 

of Taxes Other Than Income amounts are due to the differences in utility plant and 15 

payroll amounts. 16 

 17 

1. AD VALOREM TAXES 18 

The Public Advocates Office does not oppose GOWC’s methodology for 19 

projecting Ad Valorem Taxes (property tax). For this GRC, the Commission should adopt 20 

estimates that reflect updated Utility Plant In Service amounts provided by GOWC and 21 

incorporated in the Public Advocates Office’s recommendation. 22 
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2. PAYROLL TAXES 1 

While the Public Advocates Office does not oppose GOWC’s methodology for 2 

projecting Payroll Tax, the Commission should adopt estimates that reflect the Public 3 

Advocates Office’s proposed payroll amounts.297 4 

Payroll Taxes consist of Federal Insurance Contribution Act (FICA) taxes, Federal 5 

Unemployment Tax Act (FUTA) taxes, which are also called Federal Unemployment 6 

Insurance (FUI) taxes, and State Unemployment Insurance (SUI) taxes. FICA taxes 7 

include two separate components: Old Age, Survivors, and Disability Insurance Tax 8 

(OASDI Tax, also known as “Social Security Tax”) and Hospital Insurance Tax, also 9 

known as “Medicare Tax.” FUI and SUI rates are subject to wage caps and are applicable 10 

on the first $7,000 of an employee’s wage. The FICA Social Security tax rate is also 11 

subject to a wage base limit.298 The Medicare tax rate is applied to total wages. 12 

a) FICA Taxes 13 

The Public Advocates Office does not oppose GOWC’s methodology for 14 

projecting FICA Taxes. For 2018, the FICA Social Security tax rate is 6.2% of gross 15 

earnings with maximum taxable earnings of $128,400. The FICA-Medicare tax rate is 16 

1.45% of gross earnings without a wage base limit.299 GOWC calculates Social Security 17 

and Medicare taxes separately for each employee position based on projected 18 

salaries/wages and respective tax rates with wage caps, wherever applicable.300 19 

                                              
297 See Chapter 4 Expenses for Public Advocates Office’s payroll recommendation. 
298 As per Social Security Administration, FICA Social Security rate for 2018 is 6.2 percent of gross earnings with 

maximum taxable earnings of $128,400. (Fact sheet downloaded from 

https://www.ssa.gov/policy/docs/quickfacts/prog_highlights/index.html on 05/08/2018.) 
299 Fact sheet downloaded from https://www.ssa.gov/policy/docs/quickfacts/prog_highlights/index.html on 

05/08/2018 
300 A.18-07-002, GOWC Work paper “Exhibit E GRC Workpapers.xls”, at tab: WP15 - ER Payroll Taxes 

 

https://www.ssa.gov/policy/docs/quickfacts/prog_highlights/index.html
https://www.ssa.gov/policy/docs/quickfacts/prog_highlights/index.html
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b) FUI and SUI Taxes 1 

The Public Advocates Office does not oppose GOWC’s proposed methodology for 2 

FUI and SUI Tax projections for TY 2019/2020. GOWC applies a 0.6% FUI rate and 3 

3.8% SUI rate to the first $7,000 of an employee’s wages in estimating total FUI and SUI 4 

tax amounts in the current GRC.301 5 

 6 

The Commission should adopt the Public Advocates Office’s estimated Ad 7 

Valorem tax and Payroll Tax amounts for TY 2019/2020 as shown in the Table 5-1, 8 

presented in the Appendix A of this report.  9 

                                              
301 See for details: A.18-07-002, GOWC Work paper “Exhibit E GRC Workpapers.xls”, at tab: WP15 - ER Payroll 

Taxes. 
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CHAPTER IX: INCOME TAXES 1 

 2 

This chapter presents the Public Advocates Office analysis and recommendations 3 

regarding Great Oaks Water Company (GOWC)’s income tax expenses for TY 4 

2019/2020. For ratemaking purposes, Income Tax expenses consist of Federal Income 5 

Tax (FIT) and California State Income Tax, also referred to as the California Corporate 6 

Franchise Tax (CCFT). The Public Advocates Office reviewed and analyzed GOWC’s 7 

Application, testimony, workpapers, and GOWC’s responses to data requests to 8 

determine the FIT and CCFT amounts for TY 2019/2020. 9 

 10 

 11 

12 

13 

 14 

15 

16 

17 

 18 

Income tax totals, for ratemaking, are a direct function of existing federal and state 19 

tax laws and regulatory tax policy as determined in prior Commission decisions. The 20 

Commission’s Order Instituting Investigation 24 (OII 24), D.84-05-036, established 21 

much of the Commission’s existing tax policy for California utilities. Numerous 22 

                                              
302 GOWC and Public Advocates Office have agreed to adopt 30% debt ratio with 6.5% debt cost for the COC 

proceeding A.18-05-001 and have submitted a joint motion to adopt the settlement. As of 10/22/2018, the 

Commission has not issued its decision. 
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subsequent decisions have adopted a variety of changes in ratemaking tax policy in order 1 

to comply with changes in federal and state tax laws.303 2 

1. INCOME TAX RATE 3 

a) The Commission should utilize a California State Income Tax Rate 4 

of 8.84% in Calculating CCFT expense amounts 5 

Both the Public Advocates Office and GOWC use a tax rate of 8.84% to calculate 6 

the CCFT. The differences in estimates of state income taxes are due to the differences in 7 

estimates for revenues, expenses, and Rate Base. 8 

b) The Commission should utilize a Federal Income Tax Rate of 21% 9 

to calculate FIT expense and Deferred Federal Income Tax 10 

amounts 11 

Both the Public Advocates Office and GOWC use a tax rate of 21% to calculate 12 

the federal income taxes. Differences in TY 2019/2020 estimates for federal tax amounts 13 

between the Public Advocates Office and GOWC are due to the differences in estimates 14 

for revenues, expenses, and rate base, and the CCFT deduction. 15 

2. THE COMMISSION SHOULD DEDUCT PRIOR YEAR CCFT 16 

AMOUNT OF $382,975, ADOPTED FOR 2018/2019 THROUGH 17 

GOWC’S AL 271-W, TO CALCULATE TY 2019/2020 FIT EXPENSE 18 

The Commission should deduct prior year adopted CCFT amount of 382,975 to 19 

estimate GOWC’s FIT expense for TY 2019/2020. 20 

The Internal Revenue Service (IRS) allows GOWC to deduct CCFT expenses 21 

when calculating its FIT expense.304 However, federal tax laws and IRS regulations 22 

                                              
303 D.87-09-026, D.87-12-028, and D.88-01-061 addressed the provisions of the Tax Reform Act of 1986.  
304 §164(a) of the Internal Revenue Code (IRC) allows a deduction for certain taxes paid or accrued during the 

taxable year including state franchise taxes imposed on corporations. 
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mandate that a given year’s CCFT expense is not available as a deduction for FIT until 1 

the following year.305 According to IRS regulations, a taxpayer that uses an accrual 2 

method of accounting incurs a liability for California franchise taxes in the taxable year 3 

following the taxable year in which the tax is incurred.306 Thus, according to the IRS, the 4 

amount of the deduction should be based on the CCFT amount incurred in the year before 5 

the test year, not the CCFT amount of the test year. 6 

Further, Commission D.89-11-058 makes clear that the prior year’s adopted 7 

CCFT amount should be deducted in the calculation of test year FIT.307 Since D.89-11-8 

058, the Commission has maintained the policy of deducting the adopted amount of 9 

CCFT for the prior year when forecasting the test year FIT expense. Furthermore, 10 

Commission D.17-06-008 affirmed test year FIT expense should be calculated using the 11 

adopted prior-year CCFT amounts as a deduction.308  12 

In its Application, however, GOWC proposes to deduct its 2019/2020 estimated 13 

CCFT amount of $146,816 to calculate its proposed FIT expense for TY 2019/2020.309 14 

GOWC’s method is unreasonable because it does not comply with federal tax laws and 15 

Commission orders established in D.89-11-058 and D.17-06-008. 16 

GOWC’s methodology is also detrimental to ratepayers. GOWC’s methodology of 17 

deducting an estimated CCFT amount is unfair to ratepayers because ratepayers are not 18 

getting the full benefit of their prior-year contributed amount of CCFT in TY 2019/2020. 19 

The Commission adopted $382,975 of CCFT for 2018/2019.310 However, GOWC 20 

proposes a CCFT deduction of $146,816 for TY 2019/2020. In addition to being in 21 

conflict with federal tax law and established Commission policy and precedent, GOWC’s 22 

                                              
305 IRC §461(d) and IRS Rev. Rul. 79-410. 
306 IRC §461(d) and IRS Rev. Rul. 2003-90. 
307 D.89-11-058, p. 10. Conclusion of Law 1 
308 D.17-06-008, Discussion Section, page 38. 
309 A.18-07-002, GOWC Work paper “Exhibit E GRC Workpapers.xls”, at tab: WP43 - TY 2019-2020 Taxes. 
310 The Commission adopted CCFT amount of $382,975 for 2018/2019 through Advice Letter (“AL”) 271-W. See 

Summary of Revenues and Expenses provided as Exhibit B – Workpapers in AL 271-W. 
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proposed methodology results in $236,159 less in deductions in calculating FIT amount 1 

for TY 2019/2020, thereby increasing FIT expense by $49,593 for ratemaking purposes. 2 

3. THE COMMISSION SHOULD USE 1.95% WEIGHTED AVERAGE 3 

INTEREST RATE FOR GOWC TO CALCULATE RATE MAKING 4 

INTEREST AMOUNT THAT IS UTILIZED IN CALCULATING 5 

CCFT AND FIT AMOUNTS. 6 

The Public Advocates Office does not oppose GOWC’s methodology for 7 

calculating ratemaking interest amounts. The Commission, however, should utilize the 8 

recently agreed upon weighted average interest rate of 1.95% (weighted cost of debt) in 9 

calculating CCFT and FIT amounts. 10 

GOWC calculates the ratemaking interest expense deduction for CCFT and FIT by 11 

multiplying forecasted Weighted Average Rate Base by the authorized weighted cost of 12 

debt (2.25%) adopted in D.13-05-027.311 The Public Advocates Office follows the same 13 

methodology as GOWC follows, but uses an updated weighted cost of debt of 1.95%, as 14 

agreed upon in the recently submitted settlement in the Cost of Capital proceeding A.18-15 

05-001. This adjustment adds $19,778 to GOWC’s proposed revenue requirements.312 All 16 

other differences between the Public Advocates Office and GOWC’s forecasted amount 17 

of interest expense for tax calculations are the result of different estimates of Rate Base. 18 

The Commission should adopt the Public Advocates Office recommended interest 19 

expense amount for estimating income tax calculation for the instant proceeding. 20 

 21 

The Commission should adopt the Public Advocates Office’s calculated state and 22 

federal income tax amounts for TY 2019/2020 as shown in the Table 6-2 of the Appendix 23 

A of this report.  24 

                                              
311 A.18-07-002, GOWC Work paper “Exhibit E GRC Workpapers.xls”, at tab: WP43 - TY 2019-2020 Taxes. 
312 $19,778 addition of revenue requirement is estimated on $94,180 of the reduced interest amount deduction for 

federal income tax purposes. 
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CHAPTER X: RATE BASE 1 

 2 

This chapter presents the Public Advocates Office’s analysis and 3 

recommendations on GOWC’s Rate Base for Fiscal Test Year (“TY”) 2019/2020 and 4 

2020/2021. GOWC’s calculation of Rate Base for 2021/2022 will not be evaluated 5 

herein, as the Rate Base for 2021/2022 is a formulaic calculation prescribed by the 6 

current Rate Case Plan (RCP).313 GOWC’s Results of Operations model, however, does 7 

not reflect the formulaic calculation as required by the RCP. The Public Advocates 8 

Office’s recommendations of Rate Base for TY 2019/2020 and 2020/2021 are primarily 9 

based on GOWC’s Application, testimony, workpapers, and analysis of GOWC’s 10 

responses to data requests. 11 

 12 

The Commission should adopt the following recommendations on Rate Base for 13 

TY 2019/2020 and 2020/2021: 14 

 15 

16 

17 

 18 

19 

 20 

21 

22 

                                              
313 The Rate Case Plan states that all rate base items are subject to two test years and an attrition year, consistent 

with D.04-06-018 (Page A-19). Per footnote 6 on p. 15 of D.04-06-018, “the attrition allowance methodology 

provides for rate base additions in year 3 by adding the difference between test year 1 and test year 2 rate bases to 

the test year 2 rate base. Depreciation expense is handled in the same way.” GOWC’s Results of Operations model, 

however, does not reflect the formulaic calculation as guided by RCP. 
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 1 

2 

3 

4 

Differences between the Public Advocates Office’s and GOWC’s estimates of 5 

Rate Base are primarily the result of differences in estimates of allowance for working 6 

cash amounts and Public Advocates Office’s recommendations related to excess tax 7 

reserve amount. 8 

 9 

GOWC’s Rate Base represents the estimated value of GOWC’s necessary 10 

investments for providing water service. GOWC is permitted to earn its authorized rate of 11 

return on authorized Rate Base.314 GOWC’s Rate Base includes the estimated value of 12 

used and useful UPIS, Construction Work-In-Progress, an Allowance for Working Cash, 13 

deductions for accumulated depreciation reserve, contributions in aid of construction 14 

(CIAC), customer advances for construction, and accumulated deferred income tax 15 

liability and Deferred Investment Tax Credit.315 16 

1. WEIGHTED AVERAGE UTILITY PLANT IN SERVICE 17 

The Public Advocates Office does not oppose GOWC’s methodology for 18 

calculating weighted average Utility Plant in Service (UPIS). Any differences in 19 

weighted average UPIS between the Public Advocates Office and GOWC are the result 20 

                                              
314 GOWC is currently authorized to earn a return of 9.10% which is comprised of 30% debt at a cost of 7.50% and 

70% shareholder equity at a cost of 9.79% per Commission Decision (“D.”) 13-05-027. In the current Cost of 

Capital Proceeding A.18-05-001, GOWC and Public Advocates Office have agreed to adopt 8.15% rate of return 

and have submitted a joint motion to adopt the settlement. As of 10/22/2018, the Commission has not issued its 

decision. 
315 See A.18-07-002, GOWC Exhibit E, Workpaper “Exhibit E GRC Workpapers.xls” at tab: WP31 - Rate Base. 
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of differences between the updated UPIS amounts provided by GOWC and those 1 

originally presented in application workpapers.316 2 

2. DEPRECIATION RESERVE AND DEPRECIATION EXPENSE 3 

a) Depreciation Reserve (Accumulated Depreciation) 4 

The Public Advocates Office does not oppose GOWC’s methodology for 5 

calculating depreciation reserve for TY 2019/2020. Any differences in depreciation 6 

reserve between the Public Advocates Office and GOWC are the result of differences in 7 

the weighted average utility plant in service. The depreciation reserve is the total of all 8 

depreciation expense that has been recognized, to-date, on fixed assets. The depreciation 9 

reserve is deducted from Rate Base to prevent GOWC from earning an additional return 10 

on funds that have been recovered from ratepayers through depreciation expenses. 11 

GOWC estimates a weighted average depreciation reserve amount of $26,395,343 for TY 12 

2019/2020.317 The weighted average depreciation reserve amount for TY 2019/2020 is 13 

calculated by taking a simple average of beginning-year and ending-year amounts.318 14 

GOWC calculates the ending balance of the depreciation reserve account for 2019/2020 15 

by adding total estimated depreciation amount for 2019/2020 to the beginning balance.319 16 

Total estimated depreciation amount is the sum of estimated depreciation expense for TY 17 

2019/2020 and the estimated salvage amount.320 18 

b) Depreciation Expense 19 

The Public Advocates Office does not oppose GOWC’s methodology for 20 

calculating depreciation expense for TY 2019/2020. Any differences in depreciation 21 

                                              
316 See the differences in UPIS amounts between the Public Advocates Office and GOWC in the Table 7-1 “Utility 

Plant In Service” presented in Appendix A of this Report. 
317 A.18-07-002, GOWC Exhibit E, Workpaper “Exhibit E GRC Workpapers.xls” at tab: WP21 - Deprec Resrv Bal 

Sumry. 
318 Ibid. 
319 Ibid. 
320 Ibid. 
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expense between the Public Advocates Office and GOWC are the result of differences in 1 

weighted average utility plant in service.321 2 

For ratemaking purposes, GOWC includes depreciation expense in the calculation 3 

of test year revenue requirement to allow for the recovery of funds provided by investors 4 

for the construction or acquisition of tangible assets. GOWC proposes to include 5 

depreciation expense of $1,447,193 for TY 2019/2020. The depreciation expense amount 6 

for rates is calculated by deducting $160,440 of Contribution in Aid of Construction 7 

amortization amount from total estimated depreciation amount of $1,607,633.322 8 

GOWC follows a two-step process in order to calculate depreciation amounts for 9 

TY 2019/2020. First, GOWC calculates a depreciation rate for each of the asset classes 10 

by dividing the net asset balance by the average remaining life of the asset.323 Second, 11 

GOWC calculates depreciation amounts related to each asset class by multiplying the 12 

plant balance and the rates determined in the first step.324 GOWC also calculates the 13 

depreciation amount related to the estimated plant additions proposed for TY 2019/2020 14 

by following the same procedure but multiplies with one-half of the depreciation rate 15 

consistent with a half-year convention that recognizes a constructed asset is equally likely 16 

to be completed (and therefore begin depreciating) in the first half of a year as the second 17 

half.325 18 

                                              
321 See the differences in Depreciation Reserve amounts between the Public Advocates Office and GOWC in the 

Table 8-1 “Depreciation Reserve and Expense” presented in Appendix A of this Report. 
322 A.18-07-002, GOWC Exhibit E, Workpaper “Exhibit E GRC Workpapers.xls” at tab: WP1 - Summary of 

Earnings, Line 21, Cell J21. 
323 A.18-07-002, GOWC Exhibit E, Workpaper “Exhibit E GRC Workpapers.xls” at tab: WP24a - Deprec Factor 

Determine. 
324 A.18-07-002, GOWC Exhibit E, Workpaper “Exhibit E GRC Workpapers.xls” at tab: WP24 - Depreciation Calc 

Detail. 
325 Ibid. 

 



 

183 

 

3. ACCUMULATED DEFERRED FEDERAL INCOME TAX AND 1 

EXCESS TAX RESERVE 2 

For ratemaking purposes, GOWC forecasts depreciation expense using the 3 

straight-line book value method in its Application.326 GOWC accelerates depreciation 4 

expense for FIT purposes as permitted under Internal Revenue Code Section 168.327 The 5 

difference between straight-line book depreciation for ratemaking purposes and 6 

accelerated depreciation for tax purposes gives rise to a temporary balance in Deferred 7 

Federal Income Tax (DFIT).328 The total of the DFIT over time is called Accumulated 8 

Deferred Federal Income Tax (ADFIT). For ratemaking purposes, the ADFIT balance 9 

reduces Rate Base because it represents a source of funds available to GOWC provided 10 

by ratepayers for anticipated future tax liabilities.  11 

The Tax Cuts and Jobs Act of 2017 (TCJA) lowered the corporate tax rate to 21% 12 

from a maximum rate of 35% starting January 1, 2018. Because of the newly enacted 13 

TCJA and the provisions of Accounting Standard Codification (ASC) Topic 740 (US 14 

GAAP) GOWC is required to revalue/re-measure its ADFIT amount in order to reflect 15 

the 21% tax rate. The revaluation of the ADFIT creates an “Excess Tax Reserve” amount.  16 

“Excess Tax Reserve,” as defined in the Section 13001(d)(3)(A) of the TCJA, is 17 

the difference between the recorded ADFIT and the revalued amount of the ADFIT after 18 

a reduction in federal income tax rate.329 19 

                                              
326 Ibid. 
327 A.18-07-002, GOWC Exhibit E, Workpaper “Exhibit E GRC Workpapers.xls” at tab: WP27 - Defrd Tax – 

Depreciation; line 17. 
328 As per Internal Revenue Code §168(i)(9)(A)(ii), a taxpayer must account for any difference between its federal 

income tax expense taken into account in computing its rates and the actual federal income tax it pays as a reserve 

for deferred taxes. 
329 Section 13001(d)(3)(A) of the TCJA defines excess tax reserve as follows: 

“(A) EXCESS TAX RESERVE.—the term ‘‘excess tax reserve’’ means the excess of— 

(i) the reserve for deferred taxes (as described in section 168(i)(9)(A)(ii) of the Internal Revenue Code of 1986) as of 

the day before the corporate rate reductions provided in the amendments made by this section take effect, over 

(ii) the amount which would be the balance in such reserve if the amount of such reserve were determined by 

assuming that the corporate rate reductions provided in this Act were in effect for all prior periods.” 
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a) Accumulated Deferred Income Tax 1 

The Public Advocates Office does not oppose GOWC’s methodology for 2 

calculating Accumulated Deferred Income Tax (ADIT). 3 

GOWC proposes $2.186 million ADIT amount to be deducted in determining Rate 4 

Base for TY 2019/2020.330 Total ADIT amount consists of $1.769 million of ADFIT 5 

amount and $0.334 million of Accumulated Deferred State Income Tax (ADSIT) 6 

amount.331 In estimating total ADIT amount of $2.186 million, GOWC estimates annual 7 

addition of ADFIT and ADSIT amounts from 2017/2018 through 2019/2020 and adds 8 

those amounts on to the recorded ADFIT and ADSIT amounts from 2016.332 9 

Additionally, the total ADIT amount for TY 2019/2020 also incorporates GOWC’s 10 

reduction of ADFIT amount by $542,128 in order to reflect Federal Income Tax Rate 11 

reduction to 21% through Tax Cut and Jobs Act.333 Because of this reduction in the 12 

GOWC’s Results of Operation (RO) Model, Rate Base has been increased by $542,128. 13 

As discussed in the following section, the Rate Base should not be increased until the 14 

excess tax reserve amount is refunded to ratepayers. 15 

b) Excess Tax Reserve (Excess Federal Deferred Income Tax) 16 

The Tax Cuts and Jobs Act of 2017 (TCJA)334 was signed into law on December 17 

22, 2017. The TCJA reduced the corporate FIT rate to 21% from a maximum rate of 35% 18 

starting January 1, 2018. The lower tax rate of 21% creates “Excess Tax Reserve” that 19 

GOWC should record as a regulatory liability and refund to ratepayers on normalized 20 

basis. 21 

                                              
330 A.18-07-002, GOWC Exhibit E, Workpaper “Exhibit E GRC Workpapers.xls” at tab: WP31 - Rate Base. 
331 Ibid. 
332 A.18-07-002, GOWC Exhibit E, Workpaper “Exhibit E GRC Workpapers.xls” at tab: WP27 - Defrd Tax - 

Depreciation. 
333 Ibid. at Column H (Cells H25 and H30).  
334 Pub. L. No. 115-97 (Dec. 22, 2017) 131 Stat. 2054. 
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 “Excess Tax Reserve” amount should be recorded as a 1 

regulatory liability to be refunded to ratepayers 2 

The amount of ADFIT before revaluation/re-measurement was the amount 3 

collected from ratepayers in order to pay future Federal Income Tax (FIT). After 4 

enactment of TCJA, GOWC is required to pay income taxes starting from 2018 at the 5 

lower rate of 21%; hence, GOWC re-measured its ADFIT balance to reflect the newly 6 

enacted FIT rate and reduced total ADFIT amount by $542,128.335 This amount 7 

represents a subset of ADFIT, which is no longer owed by GOWC to the IRS, and as 8 

such, should be returned to ratepayers through an amortization process. In its workpapers, 9 

GOWC reduces total ADFIT amount by calculating excess tax reserve amount which 10 

causes to increase Rate Base by the same amount. GOWC, however, does not propose to 11 

refund the excess tax reserve amount to ratepayers, nor makes the necessary reduction to 12 

Rate Base to account for the excess tax reserve as non-investor-supplied source of funds 13 

until such time as the entire excess balance has been amortized and refunded to 14 

ratepayers. The Commission should reduce GOWC’s proposed Rate Base by $542,128 in 15 

TY 2019/2020 as this represents GOWC’s initial estimate of excess deferred taxes which 16 

it removed from its deferred tax balance for ratemaking purposes. 17 

GOWC later clarified through response to the Public Advocates Office’s data 18 

request #016 that $542,128 is a projection; the actual excess tax reserve amount is 19 

$496,617.02 which is calculated on Exhibit E GRC Workpapers, WP28, lines 202 to 20 

243.336 The actual excess tax reserve amount determined by GOWC should be recorded 21 

as a regulatory liability to be refunded to ratepayers. 22 

The Commission should only allow GOWC’s Rate Base to increase by the amount 23 

of the excess tax reserve that is refunded to customers over the amortization period as 24 

discussed below. 25 

                                              
335 A.18-07-002, GOWC Exhibit E, Workpaper “Exhibit E GRC Workpapers.xls” at tab: WP27 - Deferred Tax – 

Depreciation; Column H (Cells H25 and H30). 
336 GOWC’s response to Cal Advocates’ Data Request #016, attached as Attachment X-1. See also A.18-07-002, 

GOWC Exhibit E, Workpaper “Exhibit E GRC Workpapers.xls” at tab: WP28 - Defd Inc Tax Exp Calc. 
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 “Excess Tax Reserve” amount should be refunded to 1 

ratepayers starting in the current GRC 2 

The Excess Tax Reserve amount of $496,617 should be refunded to ratepayers 3 

starting in TY 2019/2020. 4 

GOWC does not propose any refund of the excess tax reserve amount to 5 

ratepayers in the current GRC even though it calculates an excess tax reserve amount of 6 

$496,617 to reflect newly enacted FIT rate. GOWC initially estimated an excess tax 7 

reserve of $542,128 and decreased total ADFIT by this amount, thereby, increasing 8 

proposed Rate Base by the same amount. The Commission should require GOWC to 9 

refund the excess tax reserve by following normalization accounting rules as prescribed 10 

by the Internal Revenue Code and require the balance of excess tax reserves to continue 11 

to be deducted from Rate Base until fully refunded to ratepayers. 12 

The Commission should require GOWC to refund annually $14,474 of excess tax 13 

reserves to ratepayers as a surcredit. This amount is calculated by utilizing GOWC’s 14 

average asset life of 34.31 years.337 During the amortization process of refunding the 15 

excess tax reserve to ratepayers, GOWC’s Rate Base should increase by the same 16 

refunded amounts. The Public Advocates Office’s recommendation related to this Rate 17 

Base adjustment is reflected in its RO Model.338 18 

Additionally, The Commission should also order GOWC to promptly inform the 19 

Commission, take appropriate action, and true up any differences in the next GRC if 20 

either the excess tax reserve amount or the refund period is updated as a result of future 21 

federal tax filings.  22 

                                              
337 GOWC proposes 2.91% average depreciation rate for the current GRC. This suggests that GOWC’s assets has 

average life of 34.31 years (=100/2.91). 
338 Since GOWC’s RO model does not contain a location to deduct from Rate Base the excess deferred tax balance 

as it is amortized, the balance has been added to the accumulated deferred tax balance for ratemaking purposes. 
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 The Commission should refund the amounts 1 

recorded in 2018 tax act memorandum account in 2 

the current GRC period and the memo account 3 

should be closed 4 

The Commission approved GOWC’s Advice Letter (AL) 267-W allowing GOWC 5 

to establish the 2018 Tax Act Memorandum Account (TAMA) to track realized increases 6 

and decreases of revenue requirement starting from January 1, 2018 due to the change in 7 

tax law. The TAMA account also tracks the change in tax expenses used for ratemaking 8 

purposes that results from the TCJA. Per GOWC’s AL 267-W requesting the TAMA, the 9 

balance is to be disposed of in the next General Rate Case (GRC) or at such other times 10 

as ordered by the Commission.339 Furthermore, additional Commission guidance has 11 

indicated that GOWC should adjust rates for the effects of TCJA no later than July 1, 12 

2018.340 GOWC’s current rates approved through Advice Letters 270-W and 271-W 13 

adjusted the rates to reflect current federal income tax rate of 21% from July 1, 2018. The 14 

rates charged to ratepayers in the period from January through June 2018 included 34% 15 

federal tax rate whereas GOWC will required to pay only 21% federal tax rate during this 16 

period. GOWC should have recorded the tax savings in the TAMA and refunded to 17 

ratepayers in the current GRC period. GOWC does not propose to refund over-collected 18 

federal tax amount in the period of January 1st to June 30th, 2018. In fact, GOWC has not 19 

recorded any amount in the TAMA as of June 30, 2018341 20 

The Public Advocates Office estimates $82,416.75 federal income tax over-21 

collected from ratepayers between January 1, 2018 to June 30, 2018.342 Since the current 22 

GRC resets the rates after implementation of the new tax law, the Commission should 23 

                                              
339 GOWC Advice Letter 167-W. 
340 Commission’s Water Division’s May 8, 2018 Letter to all Class-A Water Utilities.  
341 GOWC’s response to Public Advocates Office’s data request #004, q.4.2. a. 
342 Public Advocates Office estimates $82,416.75 over-collected federal tax amount to record in Tax Cuts and Jobs 

Act Memorandum Account based on the total federal tax amount of $431,103 approved through GOWC’s Advice 

Letter 260-W and 261-W. 
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require GOWC to record $82,416.75 in the TAMA, refund the amount to ratepayers in 1 

the current GRC period, and close the Tax Act Memorandum Account. 2 

4. CONTRIBUTION IN AID OFCONSTRUCTION AND ADVANCES 3 

FOR CONSTRUCTION 4 

GOWC deducts a total of $6,843,297 Contribution In Aid of Construction (CIAC), 5 

and Advances for Construction (AFC) amounts in estimating Rate Base for TY 6 

2019/2020.343 CIAC and AFC items are not funded by GOWC’s investor(s) and; 7 

therefore, should be deducted from Rate Base. The Public Advocates Office reviewed 8 

GOWC’s estimated CIAC and AFC for TY 2019/2020 and 2020/2021, including 45-day 9 

updated workpapers. The Public Advocates Office incorporates GOWC’s revised 10 

estimates of CIAC and Advances for Construction amounts for TY 2019 and 2020, as 11 

provided in GOWC’s 45-day updates. 12 

5. ALLOWANCE FOR WORKING CASH (WORKING CAPITAL) 13 

The Commission should adopt working cash of $1,070,239 for TY 2019/2020, 14 

$1,157,311 for 2020/2021, and order GOWC to estimate working cash by using detail 15 

lead lag study in the future GRCs. 16 

Allowance for working cash, also called working capital, is an estimate of investor 17 

funds necessary to cover the timing difference between cash expenditures and cash 18 

collections. For large utilities, the Commission’s Standard Practice U-16-W recommends 19 

a detailed lead lag analysis to estimate the investor funds necessary to cover the timing 20 

difference between cash expenditures and cash collections.344 21 

                                              
343 A.18-07-002, GOWC Exhibit E, Workpaper “Exhibit E GRC Workpapers.xls” at tab: WP31 - Rate Base (Cell 

K33) 
344 Chapter 3 of Standard Practice U-16-W. 
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GOWC estimates $2,729,011of working cash allowance345 for TY 2019/2020 by 1 

utilizing a simplified method that is designed for “small utilities.”346 As a Class A water 2 

utility,347 GOWC’s simplified calculation of a working cash allowance is not reasonable 3 

and results in overestimated Rate Base and revenue requirements. 4 

Compared with other Class-A water utilities, GOWC’s proposed allowance for 5 

working cash is disproportionately high relative to its overall Rate Base. For example, 6 

GOWC’s proposed allowance for working cash is approximately 15% of its proposed 7 

total average Rate Base for TY 2019/2020; whereas, the average allowance for working 8 

cash of other Class-A water utilities typically ranges between three to seven percent. In 9 

the most recent general rate case for San Jose Water Company, the company proposed a 10 

working cash allowance that was approximately 3% of its total Rate Base.348 Similarly, 11 

the working cash allowance for California American Water’s various ratemaking districts 12 

ranged from 1 to 5% of total Rate Base.349 13 

GOWC’s proposed $2.73 million working cash allowance for TY 2019/2020 is 14 

unreasonable for numerous reasons.  First, GOWC’s simplified calculation implies an 15 

average expense lag of four days.350 351 This is unreasonably low given the payment terms 16 

that most vendors provide. 17 

Despite discovery requests, GOWC was unable to provide adequate expense data 18 

to calculate an exact number of expense lag days in the current GRC.352 For a reasonable 19 

proxy, the Public Advocates Office utilizes 29 days of expense lag, equal to SJWC’s 20 

expense lag, and GOWC’s actual revenue lag days of 51.26 to estimate an allowance for 21 

                                              
345 A.18-07-002, GOWC Exhibit E, Workpaper “Exhibit E GRC Workpapers.xls” at tab: WP32 - Working Cash. 
346 See Chapter 2 of CPUC Water Division Standard Practice U-16-W 
347 With 10,000 or more customers Class A water utilities are the largest investor-owned water utilities under the 

jurisdiction of the CPUC 
348 See Attachment X-2: Allowance of Working Cash in terms of total Weighted Average Rate Base. 
349 Ibid. 
350 “Expense lag” denotes the timing difference between services taken and payment of the services. SP U-16-W at 

1-15 states, “Expense lag arises when the utility receives credit for the various costs of rendering services which 

have been advanced to the utility by its suppliers, employees, and taxing agencies.” 
351 See Attachment X-3 for the implied Expense lag day calculation. 
352 See Attachment X-4: GOWC Response to Public Advocates Office’s Data Request #011. 
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working cash in the current GRC. Using this methodology, the Public Advocates Office 1 

calculates a reasonable working cash allowance of $1,070,239 for TY 2019/2020 and 2 

$1,157,311 for 2020/2021. The use of SJWC data as a proxy is reasonable given both 3 

Class A water utilities’ bimonthly billing cycle, nearly identical revenue lag days353 and 4 

procurement of services in the same geographical area. 5 

GOWC proposed allowance for working cash amount for TY 2019/2020 is 6 

unreasonably high relative to other Class A water utilities and detrimental to ratepayers, 7 

The Commission should adopt The Public Advocates Office’s recommended allowance 8 

for working cash of $1,070,239 for TY 2019/2020 and $1,157,311 for 2020/2021. 9 

Furthermore, GOWC should consider calculating working cash allowances using the 10 

detailed method for major utilities in future GRCs. 11 

 12 

Differences between GOWC’s and The Public Advocates Office’s estimated Rate 13 

Base are primarily due to the differences in Allowance of Working Cash and Public 14 

Advocates Office’s recommendations related to excess tax reserve. The Commission 15 

should order GOWC to record excess tax reserve amount of $496,617.02 as a regulatory 16 

liability and deducted from Rate Base until fully refunded. The Commission should order 17 

GOWC to refund annually $14,474 of excess tax reserve to ratepayers starting from TY 18 

2019/2020 and GOWC’s Rate Base should be increased by the same refunded amounts. 19 

The Commission should order GOWC to refund the amounts recorded in 2018 tax act 20 

memorandum account in the current GRC period and close the memo account. The 21 

Commission should authorize an allowance for working cash of $1,070,239 for TY 22 

2019/2020 and $1,157,311 for 2020/2021. 23 

ATTACHMENT X-1: GOWC’S RESPONSE TO PUBLIC ADVOCATES 24 

OFFICE’S DATA REQUEST #01625 

                                              
353 GOWC’s revenue lag days is 51.26 whereas SJWC’s revenue lag is 52.2 days. 
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ATTACHMENT X-2: ALLOWANCE OF WORKING CASH IN TERMS OF 1 

TOTAL WEIGHTED AVERAGE RATE BASE 2 

  

Allowance of 

Working 

Cash 

Weighted 

Average Rate 

Base 

% of Allowance 

of Working 

Cash  

  

Great Oaks Water Company GRC 

A.18-07-002 
$2,729  $17,481  15.61% TY 2019/2020 

San Jose Water Company GRC 

A.18-01-004 
$28,277  $835,582  3.38% TY 2019 

California American Water GRC 

A.16-07-002 
        

Sacramento District $5,080  $169,158  3.00% TY 2018 

Monterey County District $7,034  $150,000  4.69% TY 2018 

Los Angeles County District $996  $92,035  1.08% TY 2018 

San Diego County District $1,251  $25,651  4.88% TY 2018 

Note: The amounts are in '1000 

Source: General Rate Case Applications Workpapers 

3 
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ATTACHMENT X-3: GREAT OAKS WATER COMPANY’S IMPLIED 1 

EXPENSE LAG DAY CALCULATION 2 

Great Oaks Water Company (GOWC) proposed allowance of working cash 3 

implies that GOWC is proposing 3.91 days of expense lag. Despite discovery requests, 4 

GOWC was unable to provide adequate expense data to calculate an exact number of 5 

expense lag days. Hence, Public Advocates Office at California Public Utilities 6 

Commission (“Public Advocates Office) utilized the following steps in calculating 7 

implied expense lag days of GOWC based on available data in the current GRC, 8 

including sales and receivable data received through data response: 9 

1. GOWC provided sales and receivable data from July 2017 to June 2018 in 10 

response to Public Advocates Office’s data request #011 show that GOWC’s 11 

average revenue lag from July 2017 to June 2018 is 51.26 days. The revenue lag 12 

days is calculated as follows: 13 

  
Accounts 

Receivable 
      

 Balance Amount $ Average Number Total 
 NOT including Balance of Day Dollar Day 

  unbilled receivables   in Month   

6/30/2017  860,463    

7/31/2017  1,506,218 1,183,340 31 36,683,540 

8/31/2017  1,505,761 1,505,990 31 46,685,690 

9/30/2017  1,413,733 1,459,747 30 43,792,410 

10/31/2017  965,851 1,189,792 31 36,883,552 

11/30/2017  782,230 874,040 30 26,221,200 

12/31/2017  833,349 807,789 31 25,041,459 

1/31/2018  751,900 792,624 31 24,571,344 

2/28/2018  880,202 816,051 28 22,849,428 

3/31/2018  825,613 852,907 31 26,440,117 

4/30/2018  680,769 753,191 30 22,595,730 

5/31/2018  765,044 722,906 31 22,410,086 

6/30/2018  981,091 873,067 30 26,192,010 
     

365 Days of Accounts Receivable  (A) 360,366,566 
     

REVENUE LAG DAY COMPUTATION   

     

Total Sales after adjusting net unbilled revenue: (B) 18,161,781 

Average estimable lag days from service to billing *(C) 31.42 
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Total Dollar days of unbilled sales  (D) = (B) x 

(C) 
570,582,611 

365 Days of Accounts Receivable  From (A) 360,366,566 

Total Dollar 

Days 
  E = (A) + 

(D) 
930,949,177 

Revenue Lag Days - Metered Revenue (E)/(B) 51.26 

* (365 days in a year/6 months/2) + 1 day for billing = average # of days = 31.42 

2. GOWC’s implied average lead/lag days (excess expense lag days over payment 1 

lag days) is 47.35, which is calculated by utilizing Microsoft Excel’s GoalSeek 2 

function, and GOWC proposed $2.73 million of allowance for working cash and 3 

$21.04 million of total expenses for TY 2019/2020. 4 

Total Expense for TY 2019/2020: $21,038,255.29   

Allowance of Working Cash for TY 

2019/2020: 
$2,729,010.78   

Average Lead/Lag Days: 47.35 

Average lead/lag is 

calculated by utilizing MS 

Excel GoalSeek Function 

3. The implied expense lag days of 3.91 is calculated by subtracting GOWC’s 5 

average lead/lag days of from GOWC’s actual average revenue lag days of 51.26. 6 

51.26 - 47.35 = 3.91  7 
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ATTACHMENT X-4: GOWC’S RESPONSE TO PUBLIC ADVOCATES 1 

OFFICE’S DATA REQUEST #0112 

3 
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CHAPTER XI: BALANCING AND MEMORANDUM ACCOUNTS 1 

 2 

GOWC application requests continuation of its existing balancing and 3 

memorandum accounts, with four special requests listed below:  4 

 5 

6 

7 

8 

9 

 10 

11 

12 

13 

 14 

15 

16 

17 

 18 

19 

                                              
354 GOWC GRC Application A1807002– “Exhibit D Report on Results of Operating” under “Chapter 5 Operating 

expenses” refer point d. in page 27 
355 GOWC GRC Application A1807002– “Exhibit D Report on Results of Operating” under “Chapter 6 Revenue 

Requirement- Water sales and production” refer point B.4 in page-2 
356 GOWC GRC Application A1807002– “Exhibit D Report on Results of Operating” under “Chapter 3 Company 

Operations and Basic Information” refer point IV.B in page 14  
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 2 
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 5 

 6 

7 

8 
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 10 

11 

12 

 13 

14 

15 

 16 

 17 

18 

19 

20 
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23 

24 
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 1 

1. PENSION EXPENSE BALANCING ACCOUNT (PEBA) 2 

Commission D.16-05-041, authorized GOWC to open a pension expense 3 

balancing account (PEBA) beginning July 1, 2016. This account allows GOWC to 4 

track the difference between expenses made for SFAS 87357 and those forecasted in 5 

the revenue requirement. The balance of PEBA as on June 30, 2018 was $3,489.03; 6 

reflecting a greater forecasted amount than incurred.  7 

In the current GRC proceeding, GOWC requests to modify the terms and 8 

conditions of the PEBA “so that amounts the Company is required to pay upon the 9 

retirement or change in employment status of an employee are fully considered and 10 

properly reflected in costs.”358 However, GOWC has not provided the actual terms 11 

and conditions that it proposes to change.  12 

In response to discovery seeking detail on the terms and conditions proposed to 13 

be modified, GOWC indicated that it “is requesting to include any additional 14 

contributions it is required to make to the Pension Plan in the event of a lump-sum 15 

distribution to a retiring highly-compensated employee, as in such event, the Plan is 16 

required to be funded at 110% after the lump-sum distribution.”359 17 

A second discovery request was made for the specific changes GOWC 18 

proposed to the governing language contained in its tariffs’ preliminary statements. In 19 

its response, GOWC referenced it previous response without providing any specific 20 

language to be added or modified.360   21 

                                              

357 Attachment XI-1: “GOWC preliminary statement” – PEBA. SFAS 87 Expenses are the accounting expense 

amount determined by guidance from the Financial Accounting Standards Board (FASB) and are also known as the 

“Net Periodic Benefit Cost.” This is the definition under GOWC’s preliminary statement of PEBA.  
358 GOWC GRC Application A1807002– “Exhibit D Report on Results of Operating” under “Chapter 5 Operating 

expenses” refer point d. in page 27.  
359 Attachment XI-2: “GOWC Response to ORA-010” - 10.17.b. 
360 Attachment XI-2: “GOWC Response to ORA-010”, - 10.17.b. 
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Without knowing the actual “modification of terms and conditions” to the 1 

PEBA preliminary statement, there is no clarity on the effect of the changes to the 2 

ratepayers or how balances will be calculated in the future. The PEBA is a balancing 3 

account, where GOWC already has an opportunity to track the difference between 4 

pension expenses incurred and the amount forecasted in revenue requirements.  5 

Therefore, it is unclear why any modification to the “terms and conditions” is 6 

necessary.  7 

The Commission should not adopt modifications to the “terms and conditions” 8 

as requested by GOWC.   9 

2. CONSERVATION LOST REVENUE MEMORANDUM ACCOUNT 10 

GOWC established its Conservation Lost Revenue Memorandum Account 11 

through Commission Resolution W-4976, following the Governor’s declaration of 12 

State of California drought emergency on January 17, 2014.361 On April 7, 2017, the 13 

Governor issued Executive Order B-40-17 lifting the drought emergency throughout 14 

California.  15 

The Public Advocates Office protested GOWC’s Advice Letter AL-272-W and 16 

recommended that it be reviewed in the current GRC proceeding.  In its application, 17 

GOWC requests full review of the relief requested in AL-272-W.362  18 

a) Account Balance 19 

In the 45-day update to its current GRC Application, GOWC provided a revised 20 

account balance of $2,705,754.79 as of February 28, 2018.363 After making the required 21 

                                              
361 Attachment XI-3: “GOWC preliminary statement” - Conservation Lost Revenue and Expenses Memorandum 

Account.  
362 GOWC GRC Application A1807002 – “Exhibit –D Report on Results of Operation” under “Chapter 6 –Revenue 

Requirement- Water Sales and Production,” refer point I.B.4 (pages: 2 and 3).  
363 GOWC GRC Application A1807002 – 45-day update - “UPDATED CHAPTER 6 Revenue Requirement – 

Water Sales and Production”, under page: 5. 

 



 

205 

 

Return on Equity (ROE) reduction of $81,500,364 GOWC requests the balance of 1 

$2,624,254.79365 to be offset with excess usage surcharges collected through Commission 2 

Resolution W-4976.366  3 

Several anomalies exist in this account. First, the 2016 ending balance does not 4 

match the 2017 beginning balance reported by GOWC in its 2017 annual report to the 5 

Commission.367 Second, GOWC’s workpapers in this GRC show different balances 6 

compared to workpapers presented to the Commission in the previous general rate 7 

case.368 The adopted and recorded revenue for year 2014 does not match in the 8 

workpapers GOWC presented for the current and previous general rate case. Table XI-1 9 

below summarizes GOWC’s recorded year 2014 data presented in the current and 10 

previous general rate cases.  11 

Table XI-1: Comparison of Conservation Lost Revenue Memorandum Account 12 

Balances for March 2014 13 

Description 2015 GRC369 2018 GRC370 Difference 

2014 Adopted Revenue $195,398 $737,653 $542,255 

2014 Recorded Revenue $214,967 $860,685 $645,718 

Difference $19,569 $123,032 $103,463 

 14 

In discovery, GOWC was asked to clarify why the 2016 end-of-year balance did 15 

not match the 2017 beginning-of-year balance in its annual report. GOWC explained that 16 

the “likely” difference in the balances was because in 2016 the amount was based 17 

                                              
364 GOWC GRC Application A1807002 – 45-day update - “UPDATED CHAPTER 6 Revenue Requirement – 

Water Sales and Production”, under page: 5. 
365 GOWC GRC Application A1807002 – 45-day update - “UPDATED CHAPTER 6 Revenue Requirement – 

Water Sales and Production”, under page: 5. 
366 GOWC GRC Application A1807002 – 45-day update - “Updated Exhibit 6-2”   
367 Attachment XI-4: “2016 Annual Report and 2017 Annual Report” – Schedule E-1 
368GOWC GRC Application number: A1507001 - document titled “GOWC Response to MC8-001(1)”, under tab: 

“2-A-24 RC Conservation Memo.” A copy of this document is available upon request.  
369 GOWC GRC Application A1507001 – document titled “GOWC Response to MC8-001(1)”, refer tab: “2-A-24 

RC Conservation Memo”, in cells: B44, C44, D44. A copy of this document is available upon request.  
370 GOWC GRC Application A1807002 – 45-day update – document titled “Updated Exhibit 6-2,” refer tab: 

“Conservation Memo Acct”, in cells: B21, C21, D21. 
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“solely” on billing cycles and for 2017 the reporting was based on a more “detailed 1 

analysis using adopted revenues and adopted expenses correlating to each month” which 2 

as per GOWC results in a “more accurate recording.”371 3 

When asked in the same discovery request to explain the difference between the 4 

recorded data for 2014 presented in the current proceeding’s workpapers and the 5 

workpapers of its previous general rate case, GOWC responded to “See” the response 6 

explained in the above paragraph.372   7 

Since the account balance presented in this current GRC is not “solely” based on 8 

billing cycles, the Public Advocates Office makes an adjustment in the workpaper to 9 

replace the calculated revenues and expenses provided in current GRC workpapers373 10 

with the actual recorded expenses and revenues based on billing cycles provided in 2015 11 

GRC workpapers374 from March 2014 to February 2015. This results in a more accurate 12 

account balance based on the billing cycles.  13 

After the above adjustment375  to this account, the balance is $2,657,564 as of 14 

February 28, 2018. After reducing the ROE amount of $81,500, the available balance for 15 

amortization is $2,576,054. This balance is about $48,190 less than GOWC’s calculation.  16 

b) Offset of Conservation Lost Revenue Memorandum Account 17 

Balance with Excess Usage Surcharges  18 

GOWC proposes to offset its calculated balance of $2,624,254 with excess usage 19 

surcharges totaling $3,391,715 as of January 26, 2017 and retain the remaining balance of 20 

                                              
371 Attachment XI-5: “GOWC Response to Cal PA 019” - 19.2.b. 
372 Attachment XI-6: “GOWC Response to Cal PA 019” - 19.2.e, also refer Attachment XI-5. 
373 GOWC GRC application A1807002 - 45-day update- “Exhibit D Report on results of Operation” under “Updated 

Chapter 6” – please refer document titled “Exhibit 6-2.” 
374 2015 GRC Application number: A1507001 
375 Workpaper XI-1: “Conservation Lost Revenue Memorandum Account” – The Public Advocates Office’s 

calculations. Please refer to this attachment for detailed account balance calculations. To summarize the adjustments 

made, the Public Advocates Office replaces the account balances from March 2014 to February 2015 provided in 

2018 GRC workpapers with the account balances provided for the same period (March 2014 to February 2015) in 

the 2015 (previous) GRC proceeding. This adjustment is made to reflect a more accurate presentation of the 

recorded balances based on “billing cycles.”     
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$767,460.376 Table XI-2 below illustrates GOWC’s calculation and the Public Advocates 1 

Office’s recommendation on the calculated balance.  2 

Table XI-2: Comparison of the Calculation of the Remaining Balance of Excess 3 

Usage Surcharge as of January 26, 2017  4 

 Item 

GOWC’s 

Calculation 

Public Advocate 

Office’s 

Calculation377 

(a) Excess Usage Surcharge as of January 26, 

2017 

$3,391,715 $3,391,715 

(b) Conservation Lost Revenue and Expenses 

Balance as of February 28, 2018 

$2,705,754 $2,657,564 

(c) ROE Adjustment $81,500 $81,500 

(d) Amortizable Balance of Conservation Lost 

Revenue and Expenses Balance as of 

February 28, 2018                                 

(b-c) 

$2,624,254 $2,576,064 

(e) Remaining balance of Excess Usage 

Surcharge as of January 26, 2017     

(a-d) 

$767,460 $815,650 

Rather than refunding the over collected amount to ratepayers, GOWC proposes to 5 

keep the remaining balance for “future disposition.”378 The Commission should adopt a 6 

balance amount of $815,650 as shown above and order GOWC to refund this amount to 7 

ratepayers in this proceeding.    8 

c) Closure of Conservation Lost Revenue Memorandum Account 9 

GOWC established this account based on the Commission Resolution W-4976 10 

following the Governor’s Executive Order proclaiming a State of California Drought 11 

                                              
376 GOWC provides recorded transactions of ‘excess usage surcharge’ as response to DR 019 Expenses, 19.2.d.(i) 

under document titled “GOWC Cal PA-019-19.2.d(i)”, refer tab “sheet 1” in cell: H94.  A copy of this document is 

available upon request.  
377 Workpaper XI-1: “Conservation Lost revenue Memorandum Account” – the Public Advocates Office’s 

calculations 
378 Attachment XI-7: “AL 272-W,” offset of conservation Lost Revenues and Expenses with Excess Usage 

Surcharge 

.  

 



 

208 

 

Emergency. The authority provided by Resolution W-2976 for this memorandum account 1 

was clear that an account to track revenue shortfalls and additional conservation measures 2 

was appropriate “pursuant to declared drought emergency.” 379 3 

In advice letter 272-W, GOWC explained that the Santa Clara Valley Water 4 

District (SCVWD) continues to call for 20% water use reduction to preserve local water 5 

supplies and therefore mandatory conservation measures under Schedule No. 14.1 stage 1 6 

tariff remain in effect. In response to discovery, GOWC provided a notice from SCVWD 7 

which indicates that 20% water use reduction is a “target.” 380 Nowhere in the SCVWD 8 

notice does it state that water utilities must maintain the mandatory measures that were 9 

adopted during the drought emergency.   10 

Furthermore, in a newsletter published on January 25, 2017, SCVWD asserts that 11 

“by dropping the ‘mandatory’ language now, the board expects that local water providers 12 

will not use drought surcharges or penalties to motivate customers to meet the 20 percent 13 

goal.”381 The day after the SCVWD newsletter was published, GOWC discontinued 14 

assessing drought surcharges on its customers.382  On April 7, 2017, the Governor issued 15 

an Executive Order ending the drought emergency.383 16 

Since GOWC has discontinued the use of drought surcharges and the drought 17 

emergency has ended, the Commission should require GOWC to close the account and 18 

return the net balance of $815,650 to ratepayers. 19 

                                              
379 Please refer to Commission Resolution W-4976, page 11. 
380 Attachment XI-8: Please refer to “SCVWD Resolution 17-08,”  provided by GOWC in response to Cal PA’s DR 

019, for 19.2.c, This document from SCVWD shows that it calls for a 20 percent water use reduction ‘target.’ 
381 SCVWD’s newsletter named “Water board continues water reduction target” issued on January 25, 2017. Link: 

https://www.valleywater.org/news-events/news-releases/water-board-continues-water-reduction-target A copy of 

this document is available upon request.  
382 Attachment XI-9: “AL 272-W,” GOWC discontinued drought allocations and excess usage surcharge.   
383 Executive Order B-40-17 lifted the drought emergency in California counties except Fresno, Kings, Tulare and 

Tuolumne, where emergency drinking water projects continue to address diminished groundwater supplies. 

 

https://www.valleywater.org/news-events/news-releases/water-board-continues-water-reduction-target
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3. CREDIT CARD PROCESSING BALANCING ACCOUNT 1 

The Commission should deny GOWC’s request for a new balancing account to 2 

track credit card processing costs and authorize a Credit Card Pilot Program 3 

Memorandum Account 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

4. LOW-INCOME CUSTOMER ASSISTANCE PROGRAM (LICAP) 19 

ACCOUNTS 20 

21 

22 

                                              
384 GOWC GRC Application A1807002– “Exhibit D Report on Results of Operation” under “chapter 5 Operating 

Expenses”, refer point 26, in 29 
385 GOWC GRC Application A1807002 – “Exhibit D Report on Results of Operation” under “chapter 5 Operating 

Expenses”, refer point 31, in 30 
386 Under the Commission decision D.05-05-015, of San Gabriel Water Company, the Commission established a 

memorandum account instead of a balancing account for improved auditing capability.  
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a) Low Income Lost Revenue (LICAP) Memorandum Account 1 

GOWC established this account under resolution W-4594 in 2006. GOWC was 2 

authorized to amortize this account twice before, once in 2014 through Advice Letter 3 

234-W for a balance of $124,221 and in 2015 through Advice Letter 244-W-B for a 4 

balance of $243,219. Both balances reflected uncollected revenues and were authorized 5 

recovery via surcharges. The account balance as of June 30, 2018 reflected an under 6 

collection of $301,099.387  7 

In the previous general rate case, GOWC was authorized to amortize the account 8 

balance as of June 30, 2016 and agreed to close this memorandum account.388 However, 9 

GOWC did not amortize the account and did not close the account. In its 45-day update 10 

to the instant application, GOWC requested authorization to amortize the balance in the 11 

current proceeding.389  12 

In discovery, GOWC was asked to provide preliminary statements for all 13 

balancing and memorandum accounts. In the attachment provided in GOWC’s response, 14 

the preliminary statement for this account was missing.390   15 

In response to additional discovery,391 GOWC provided work papers showing 16 

recorded revenues and expenses for this account. As per the previous agreement, GOWC 17 

stopped booking LICAP revenues and expenses to this account on July 1, 2016 but did 18 

not file an Advice letter to amortize the balance and close the account as agreed in its 19 

previous GRC settlement.392  20 

                                              
387 Attachment XI-10: “GOWC Response to Cal PA-019” - 17.1.c 
388 GOWC’s 2015 GRC – under the Commission decision D.16-05-041, refer point 6 in page: 15.  
389 GOWC GRC Application A1807002 – 45-day Update - “Exhibit D Report on Results of Operations” under 

“Updated CHAPTER 5 Operating expenses”, refer Point 6 in page 31 
390 In response to DR 010, 10.16, GOWC provided preliminary statement under document titled “GOWC ORA-010-

10.16.” The preliminary statement for “Low Income Lost Revenue Memorandum Account” was missing.  
391 GOWC provided detailed workpaper for “Low Income Lost Revenue Memorandum Account” as a response to 

Cal PA’s DR 017, Q.17.1.d, under document titled “GOWC Cal PA 017-17.1. d”, refer Tab: “2-A-12 Low Income”. 

A copy of this document is available upon request.   
392 GOWC’s 2015 GRC- under the Commission decision D.16-05-041, refer point 6 in page: 15. 
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Since GOWC failed to file for amortization, the Commission should disallow any 1 

interest charges accrued since July 1, 2016.  The Commission should also require GOWC 2 

to develop and implement a preliminary statement to be included in its tariffs explaining 3 

the purpose of this memorandum account and how entries are to be calculated.  4 

b) Low Income Customer Assistance Program (LICAP) Surcharge 5 

Account 6 

GOWC was authorized to establish this balancing account to replace the LICAP 7 

memorandum account discussed above.393 The account balance as of June 30, 2018 8 

reflected an under collection of $107,778.394 In its 45-day update to its instant 9 

application, GOWC makes a new proposal to amortize the balance in this account.395 10 

In response to a discovery, GOWC provided the detailed work paper showing 11 

recorded revenues and expenses since July 2016. 396 Having reviewed the transactions 12 

recorded, the Public Advocates Office does not object to amortization of the balance. 13 

c) Low Income Customer Assistance Program – 09/03/13 to 02/24/15 14 

GOWC used this account to recover balances previously recorded in its LICAP 15 

memorandum account which were authorized for recovery in Advice Letter AL 244-W-16 

B. This account was authorized recovery via surcharge at $0.06792 per cubic-feet (CCF) 17 

from July 1, 2015 to June 30, 2016. However, as a result of reduced consumption during 18 

the amortization period the authorized surcharge did not recover the entire approved 19 

balance of $325,830 and therefore as of June 30, 2018 a balance of $91,969.55 remained 20 

                                              
393 Please refer the Commission decision D.16-05-041.  
394 Attachment XI-10: “GOWC Response to Cal PA-019” - 17.1.c 
395 GOWC GRC Application A1807002 – 45-day Update - “Exhibit D Report on Results of Operations under 

“Updated CHAPTER 5 Operating expenses”, refer Point 7 in page 31.  
396 GOWC provided detailed workpaper for “Low Income Lost Revenue Memorandum Account” as response to Cal 

PA’s DR 017, Q.17.1.d, under document titled “GOWC Cal PA 017-17.1. d”, refer Tab: “2-A-32 RC LICAP 2015 

GRC.” This document is available upon request.   
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to be collected.397  The Public Advocates Office does not object to recovery of this 1 

balance. 2 

5. MONTEREY-STYLE WATER REVENUE ADJUSTMENT 3 

MECHANISM (WRAM) ACCOUNTS  4 

5 

6 

7 

a) Monterey Style-Water Revenue Adjustment Mechanism (WRAM) 8 

Conservations Rates v/s Uniform Rates Memorandum Account 9 

GOWC was authorized to establish this account to track the difference between 10 

actual revenues collected using tiered conservation rates and the revenues that would 11 

have been collected if using a uniform quantity rate.398 The account balance as of June 12 

30, 2018 reflects an under collected balance of $220,504.399 GOWC does not request 13 

recovery of this balancing account. 14 

b) Balancing:  Multiple Monterey WRAM Balancing Accounts Over 15 

(Under) Collections Balancing Account 16 

GOWC used this balancing account for “recovery” of three prior WRAM balances 17 

that had been authorized for amortization.400 To collect the authorized balance, GOWC 18 

implemented a surcharge of $0.1195 per CCF from January 19, 2016 to January 18, 19 

2017.401 The account balance as of June 30, 2018 was $0.402 GOWC clarifies that the 20 

account is “inactive and not yet officially closed.”403  21 

                                              
397 Attachment XI-10: “GOWC Response to Cal PA-019” - 17.1.c 
398 GOWC 2009 GRC – under the Commission decision D.10-11-034, refer point 5.8.2 in page: 57.  
399 Attachment XI-11: “GOWC Response to Cal PA 019” - 19.1.c. 
400 Attachment XX-12: “Advice Letter (AL-265 -W)” copy provided by GOWC during site visit, under page 2.  
401 GOWC’s response to DR 019, Q.19.1.d, under document titled “GOWC Cal PA 019-19.1.d” under tab “2-A31 

RC”. 
402 Attachment XI-11: “GOWC Response to Cal PA 019” - 19.1.c. 
403 Attachment XI-13: “GOWC Response to Cal PA 019” - 19.1.e. 
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c) Recovery:  M-WRAM Balancing & Memorandum Accounts 1 

(Under) Collection Account 2 

3 

4 

5 

6 

 7 

For all of the reasons discussed above, the Commission should deny GOWC’s 8 

request to modify the language of its PEBA account.  GOWC should be authorized a 9 

memorandum account to track costs of its proposed credit card pilot program.  The 10 

Commission should require GOWC to refund the net balance of $815,650 from its 11 

Conservation Lost Revenue Memorandum Account and close the account.  12 
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ATTACHMENT XI-1: “GOWC PRELIMINARY STATEMENT” – PEBA 1 

 2 
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ATTACHMENT XI-2: “GOWC RESPONSE TO ORA-010” - 10.17.B. 1 

 2 
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ATTACHMENT XI-3: “GOWC PRELIMINARY STATEMENT” - 1 

CONSERVATION LOST REVENUE AND EXPENSES MEMORANDUM 2 

ACCOUNT.3 

  4 
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ATTACHMENT XI-4: “2016 ANNUAL REPORT AND 2017 ANNUAL 1 

REPORT” – SCHEDULE E-1 2016 ANNUAL REPORT 2 

  3 
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2017 Annual Report 1 

  2 
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ATTACHMENT XI-5: “GOWC RESPONSE TO CAL PA- 019” – 19.2.B 1 

 2 

3 
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ATTACHMENT XI-6: “GOWC RESPONSE TO CAL PA- 019” – 19.2.E 1 

  2 
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ATTACHMENT XI-7: “AL 272-W,” OFFSET OF CONSERVATION LOST 1 

REVENUES AND EXPENSES WITH EXCESS USAGE SURCHARGE  2 

 3 
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ATTACHMENT XI-8: “SCVWD RESOLUTION 17-08”1 

 2 
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 1 
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 1 
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 1 
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ATTACHMENT XI-9: “AL 272-W,” GOWC DISCONTINUED DROUGHT 1 

ALLOCATIONS AND EXCESS USAGE SURCHARGE. 2 

  3 
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ATTACHMENT XI-10: “GOWC RESPONSE TO CAL PA-019” - 17.1.C 1 

  2 



 

228 

 

ATTACHMENT XI-11: “GOWC RESPONSE TO CAL PA-019” – 19.1.C  1 

  2 
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ATTACHMENT XI-12: “ADVICE LETTER (AL-265-W)”  1 

  2 
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ATTACHMENT XI-13: “GOWC RESPONSE TO CAL PA-019” – 19.1.E.1 

  2 
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CHAPTER XII: CONTAMINATION PROCEEDS MEMORANDUM ACCOUNT 1 

 2 

In 2003, gasoline containing methyl tertiary-butyl ether (MTBE)404 which 3 

threatened potential contamination of Great Oaks Water Company’s (GOWC’s) ground 4 

water supplies, was released at a gasoline station within GOWC’s service territory. 5 

Following the MTBE release, GOWC placed its Well #16 in standby operational mode 6 

and brought a lawsuit on a contingency basis against the parties allegedly responsible for 7 

the MTBE release to recover any MTBE-related damages.  8 

GOWC opened a Contamination Proceeds Memorandum Account in September 9 

2012 via Advice Letter 228-W-A. In accordance with California Public Utilities 10 

Commission (CPUC) Decision (“D.”) 10-10-018, the purpose of the Contamination 11 

Proceeds Memorandum Account is to account for funds received by the Utility in the 12 

form of damage awards and settlements from parties responsible or allegedly responsible 13 

for contamination of the Utility’s water supply and/or plant in service405.  14 

The total amount received by GOWC from the MTBE lawsuit settlement was 15 

$1,005,000. After payment of the attorney contingency fee and the reimbursement of 16 

costs advanced by the attorneys, GOWC recorded net-proceeds of $654,800 in its 17 

Contamination Proceeds Memorandum Account.  18 

The following chapter sets forth the Public Advocates Office’s analysis and 19 

recommendations on GOWC’s request to amortize the balance in its Contamination 20 

Proceeds Memorandum Account and allow shareholders to retain 100% of the net 21 

proceeds. The Public Advocates Office analyzed GOWC’s reports, supporting work 22 

papers and responses to data requests, as well as, researched past CPUC decisions on this 23 

issue pertaining to other Class A water utilities before making its recommendations.  24 

                                              
404 MTBE is a flammable, colorless chemical compound that dissolves easily in water. 
405 GOWC Tariff Preliminary Statement N 
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 1 

The detailed analysis of factors that the CPUC requires to determine allocation of 2 

net proceeds is absent from GOWC’s application and testimony. GOWC did not provide 3 

a detailed analysis of the determinative factors to justify its proposed 100% retention of 4 

net proceeds.406 The net proceeds recorded in GOWC’s Contamination Memorandum Account  5 

should be shared between the utility’s shareholders and ratepayers, with ratepayers receiving no 6 

less than 25%, similar to what the CPUC adopted in A.15-07-015 (California Water System 7 

Company or CWS).  8 

 9 

GOWC “proposes that one hundred percent (100%) of the net contamination 10 

proceeds (i.e., the entire balance in the Contamination Proceeds Memorandum Account) 11 

be apportioned to the shareholders.”407 In October 2014 and February 2015, GOWC 12 

incurred expenses of $12,472.53 and $697.67 respectively to place its Well #16 back into 13 

operation. In response to discovery, GOWC provided invoices to the two journal entries 14 

recorded in the Contamination Proceeds Memorandum Account408. However, GOWC had 15 

capitalized the expenses in 2016409. This means that GOWC also recorded the expenses 16 

as an asset and has been depreciating it since 2016. Now, in the this GRC, GOWC reports 17 

a balance of $663,029.64 as of June 30, 2018410 which includes the expenses that were 18 

also capitalized. GOWC is recovering the incurred expenses of $13,170.2411 through both 19 

deduction from Contamination proceeds and depreciation of asset. Since GOWC 20 

considers these expenses as qualifying for capitalization, the incurred expenses in 21 

Contamination Proceeds Memorandum Account should be adjusted to avoid double 22 

                                              
406 See D.10-10-018 Appendix D  
407 GOWC 45-Day Update, Updated Exhibit D Report on Results of Operations, Update Chapter 3 Company 

Operations and Basic Information page 15 
408 See Attachment XI-1, GOWC response to Cal PA Data Request No. 019 Expenses Question 19.4a 
409 See Attachment XI-1, GOWC response to Cal PA Data Request No. 019 Expenses Question 19.4b 
410 See Attachment XI-2, GOWC response to Cal PA Data Request No. 004 Expenses Question 4.2 
411 $13,170.2 = $12,472.53 + $697.67 
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recovery. Therefore, the balance in the Contamination Proceeds Memorandum Account 1 

to be allocated between ratepayers and shareholders should be approximately 2 

$676,199.84412 as of June 30, 2018. 3 

To determine allocation of the balance in this account between shareholders and 4 

ratepayers, GOWC should have more closely followed the guidance from D.10-10-018, 5 

where Conclusion of Law #12 states that, “… the allocation should be based on factors 6 

relevant to the individual case, including factors set out in Table 2 (and repeated in 7 

Appendix D) of this decision.”413 However, in its testimony, GOWC did not discuss the 8 

factors in Appendix D of D.10-10-018 in detail, but rather simply referred to the 9 

settlement agreement in its MTBE lawsuit and the advice letter approving the creation of 10 

the memorandum account.  11 

In response to the Public Advocates Office’s discovery inquiring about any actual 12 

analysis of the required factors for determining allocation of net proceeds, GOWC once 13 

again directed the Public Advocates Office to its testimony for the complete extent of the 14 

analysis performed by GOWC in support for its proposed retention of all net proceeds.414  15 

Within this testimony, as referenced above, GOWC provided only background 16 

information about its GRC settlement agreement for handling the balance of 17 

Contamination Proceeds Memorandum Account, an excerpt from Advice Letter 228-W-18 

A which authorized the memorandum account, and a brief discussion of the factors that 19 

apparently GOWC had determined to be relevant.   20 

GOWC’s lack of a detailed analysis is in sharp contrast to the thorough 21 

consideration and presentation of all factors provided by CWS in A.15-07-015.415  Table 22 

XII-1 compares the extent to which GOWC and CWS addressed the required factors 23 

listed in Appendix D Table 2 of D.10-10-018: 24 

                                              
412 $676,199.84 = $663,029.64 + $13,170.20 
413 D.10-10-018 page 61 
414 See Attachment XI-3, GOWC response to Cal PA Data Request No. 010 Expenses Question 10.18 
415 See Attachment XI-4, Direct Testimony of John Tootle 



 

234 

 

Table XII-1: 1 

Factors to Consider in Allocating Net Proceeds 
Appendix D – Table 2 of D.10-10-018 

Addressed by 
GOWC in  

A.18-07-002 

Addressed 
by CWS in  

A.15-07-015 

   

 No Yes 

 Yes Yes 

 Yes Yes 

E.  Property and water right diminution No Yes 

F.  Diversion and straining of resources for response No Yes 

G. Cash flow and capital demands of response No Yes 

H. Management generally of response Yes Yes 

 No Yes 

 No Yes 

 No Yes 

 
No Yes 

   

   

 No Yes 

 No Yes 

 No Yes 

 No Yes 

   

 No Yes 

 No Yes 

 No Yes 

 N/A Yes 

 

No Yes 

 No Yes 

 No Yes 

 

Yes Yes 

 
Yes Yes 

Despite proposing to share net proceeds between shareholders and ratepayers quite 2 

differently, the general circumstances surrounding the memorandum accounts for GOWC 3 

and CWS are similar.  Both companies sought to recover damages from parties allegedly 4 

responsible for potential MTBE contamination of ground water supplies.  Both 5 

companies took wells offline to maintain safe water quality service for customers. And 6 
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both companies deducted the expenses associated with their actions from funds received 1 

in their calculation of net proceeds consistent with CPUC guidance.416    2 

One possible difference between GOWC and CWS’s efforts was the contingency 3 

basis of GOWC’s lawsuit “meaning that litigation expenses (including attorney fees, out-4 

of-pocket expenses, and costs) would be paid from the recovery, if any, from the 5 

lawsuit.”417 However, without GOWC’s complete consideration of all determinative 6 

factors listed above in Table XII-1, it is difficult to know if this or any other possible 7 

differences were offset by unaccounted-for ratepayer risks or missing ratepayer benefits.  8 

For example, the final decision adopting CWS’s proposed sharing of just 25% of net 9 

proceeds with ratepayers found that such a proportion was reasonable given “the 10 

significant benefits ratepayers are receiving from the bulk of the net proceeds.”418  Since 11 

GOWC did not address all of the determinative factors and was unable to identify any 12 

tangible ratepayer benefits resulting from its litigation, the CPUC may ultimately 13 

determine that a ratepayer share greater than the 25% adopted for CWS is warranted in 14 

the case of GOWC.  15 

 16 

The CPUC should reject GOWC’s proposal for shareholders to retain 100% of the 17 

net proceeds recorded in its MTBE litigation memorandum account for the following 18 

reasons: 19 

 20 

21 

 22 

23 

24 

                                              
416 Ordering Paragraph #6 of D.10-10-018 
417 GOWC Exhibit D, Chapter 3, page 12. 
418 D.16-12-042 page 32 
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 1 

2 

3 

4 

5 

In the absence of a complete and thorough analysis of all determinative factors, the 6 

CPUC should allocate to ratepayers no less than the 25% of net proceeds adopted for 7 

CWS in A.15-07-015. This equates to $169,049.96 of the $676,199.84 in net proceeds 8 

recorded in GOWC’s MTBE litigation memorandum account as of June 30, 2018 and 9 

results in a credit of $7.94 for each GOWC ratepayer.419 In accordance with CPUC 10 

Standard Practice, the credit should apply to service charges and be amortized as a refund 11 

on ratepayers’ bills over the course of one year.420  12 

                                              
419 $169,049.96 divided by the estimated 2019/2020 total customers (21,265) total customers identified in WP11 of 

GOWC Exhibit E workpapers  
420 Standard Practice U-27-W page 16 
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ATTACHMENT XII-1: GOWC RESPONSE TO CAL PA DATA REQUEST 1 

NO. 019 EXPENSES 2 

3 



 

238 

 

1 



 

239 

 

1 



 

240 

 

1 



 

241 

 

1 



 

242 

 

1 



 

243 

 

1 



 

244 

 

1 



 

245 

 

1 



 

246 

 

1 



 

247 

 

1 



 

248 

 

 1 

2 



 

249 

 

ATTACHMENT XII-2: GOWC RESPONSE TO CAL PA DATA REQUEST 1 

NO. 004 EXPENSES2 
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ATTACHMENT XII-3: GOWC RESPONSE TO CAL PA DATA REQUEST 1 

NO. 010 EXPENSES2 
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ATTACHMENT XII-4: DIRECT TESTIMONY OF JOHN TOOTLE 1 

2 



 

270 

 

1 



 

271 

 

1 



 

272 

 

1 



 

273 

 

1 



 

274 

 

1 



 

275 

 

1 



 

276 

 

1 



 

277 

 

1 



 

278 

 

1 



 

279 

 

1 



 

280 

 

 1 



 

281 

 

 

 

 

 

 

 

APPENDIX A: 

 

RESULTS OF OPERATIONS TABLES 

  



 

282 

 

 

The Public Advocates Office's (Cal Advocates) RESULTS OF OPERATIONS - INDEX TABLE

Table 1-1:   SUMMARY OF EARNINGS - TEST YEAR

Table 1-2:   SUMMARY OF EARNINGS - 2nd ESCALATION YEAR

Table 2-1:   WATER SALES PER CUSTOMER (OR PER CONNECTION)

Table 2-2:   AVERAGE NUMBER OF CUSTOMERS (SERVICE CONNECTIONS)

Table 2-3:   TOTAL SALES AND SUPPLY

Table 2-4:   OPERATING REVENUES AT PRESENT RATES

Table 3-1:   OPERATIONS & MAINTENANCE EXPENSES - TEST YEAR

Table 4-1:   ADMINISTRATIVE & GENERAL EXPENSES

Table 5-1:   TAXES OTHER THAN INCOME

Table 6-1:   TAXES BASED ON INCOME - TEST YEAR AT PRESENT RATES

Table 6-2:   TAXES BASED ON INCOME - TEST YEAR AT PROPOSED RATES

Table 7-1:   UTILITY PLANT IN SERVICE

Table 8-1:   DEPRECIATION RESERVE & EXPENSE

Table 9-1:   WEIGHTED AVERAGE RATE BASE - TEST YEAR

Table 9-2:   WEIGHTED AVERAGE RATE BASE - ESCALATION YEAR
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Cal Advocates GOWC

Test Year 2019/2020 ($) Present Present 

Rates Rates 

1 Revenue:

2 Water Service Revenue 19,589,129.5 19,062,672.1 (526,457.4) -2.7%

3 Fire Protection Revenue 86,080.9 86,080.9 0.0 0.0%

4 Other Revenue 0.0 0.0 0.0 0.0%

5 Total Revenue 19,675,210.4 19,148,753.0 (526,457.4) -2.7%

6 Operating Expenses:

7 Operation & Maintenance (including uncollectibles) 10,461,002.3 13,402,821.1 2,941,818.8 28.1%

8 Administrative & General 4,737,223.3 5,039,628.2 302,404.9 6.4%

9 Depreciation Expense 1,453,614.0 1,447,192.8 (6,421.1) -0.4%

10 Taxes Other Than Income (Ad Val., Bus.Lic, Fran., Payroll taxes) 454,572.9 461,300.8 6,727.9 1.5%

11 California Corporate Franchise Tax 183,469.6 146,816.4 (36,653.3) -20.0%

12 Federal Income Tax 396,578.7 335,070.5 (61,508.2) -15.5%

13 Deferred Tax Expense 181,163.7 197,026.0 15,862.3 8.8%

14 RESERVED 0.0 0.0 0.0 0.0%

15 Total Operating Expenses 17,867,624.5 21,029,855.9 3,162,231.3 17.7%

16 Net Operating Revenues 1,807,585.9 (1,881,102.9) (3,688,688.7) -204.1%

17 Weighted Average Rate Base 15,341,060.4 17,481,352.2 2,140,291.8 14.0%

18 Return on Rate Base at Present Rates 11.78% -10.76% -22.54% -191.3%

Cal Advocates GOWC

Test Year 2019/2020 ($) Proposed  Proposed  

Rates  Rates  

1 Revenue:

2 Water Service Revenue 18,801,821.1 22,476,414.9 3,674,593.8 19.5%

3 Fire Protection Revenue 76,514.9 152,643.4 76,128.5 99.5%

4 Other Revenue 0.0 0.0 0.0 0.0%

5 Total Revenue 18,878,336.0 22,629,058.3 3,750,722.3 19.9%

6 Operating Expenses:

7 Operation & Maintenance (excluding uncollectibles) 10,416,618.2 13,360,173.0 2,943,554.9 28.3%

8 Uncollectibles 42,586.5 50,342.7 7,756.2 18.2%

9 Administrative & General 4,737,223.3 5,039,628.2 302,404.9 6.4%

10 Depreciation Expense 1,453,614.0 1,447,192.8 (6,421.1) -0.4%

11 Taxes Other Than Income (Ad Val., Bus.Lic, Fran., Payroll taxes) 454,572.9 461,300.8 6,727.9 1.5%

12 California Corporate Franchise Tax 113,026.0 146,816.4 33,790.4 29.9%

13 Federal Income Tax 229,235.1 335,070.5 105,835.4 46.2%

14 Deferred Tax Expense 181,163.7 197,026.0 15,862.3 8.8%

15 RESERVED 0.0 0.0 0.0 0.0%

16 Total Operating Expenses 17,628,039.6 21,037,550.5 3,409,510.9 19.3%

17 Net Operating Revenues 1,250,296.4 1,591,507.8 341,211.4 27.3%

18 Weighted Average Rate Base 15,341,060.4 17,481,352.2 2,140,291.8 14.0%

19 Return on Rate Base at Proposed Rates 8.15% 9.10% 0.95% 11.7%

SUMMARY OF EARNINGS - TEST YEAR

GREAT OAKS WATER COMPANY A.18-07-002

TABLE 1-1

GOWC > Cal Advocates

GOWC > Cal Advocates
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For Illustrative Purposes  ($)
Cal Advocates 

2020/2021

Cal Advocates 

2021/2022
2020-2021 Increase

1 Revenue:

2 Water Service Revenue 20,278,597.2 25,385,910.4 5,107,313.2 25.2%

3 Fire Protection Revenue 80,231.4 81,720.1 1,488.7 1.9%

4 Other Revenue 0.0 0.0 0.0 0.0%

5 Total Revenue 20,358,828.6 25,467,630.5 5,108,801.9 25.1%

6 Operating Expenses:*

7 Operation & Maintenance (excluding uncollectibles) 11,352,230.5 15,893,422.0 4,541,191.5 40.0%

8 Uncollectibles 45,926.2 49,156.7 3,230.5 7.0%

9 Administrative & General 4,980,452.1 5,381,013.0 400,560.9 8.0%

10 Depreciation Expense 1,559,595.0 1,630,291.9 70,696.9 4.5%

11 Taxes Other Than Income 491,712.3 521,771.5 30,059.2 6.1%

12 California Corporate Franchise Tax 124,501.8 128,373.6 3,871.8 3.1%

13 Federal Income Tax 316,186.9 322,961.3         6,774.4 2.1%

14 Deferred Tax Expense 191,602.5 197,694.4 6,091.9 3.2%

15 RESERVED 0.0 0.0 0.0 0.0%

16 Total Operating Expenses 19,062,207.4 24,124,684.5 5,062,477.1 26.6%

17 Net Operating Revenues 1,296,621.2 1,342,946.0 46,324.8 3.6%

18 Weighted Average Rate Base 15,909,462.9 16,477,865.3 568,402.5 3.6%

19 Return on Rate Base 8.15% 8.15% 0.0 0.0%

10 * Assumed escalation factors of 2.28% for composite and 1.20% for labor, for 2018.

with income tax 

effect

w/o income tax 

effect
Calculations

1 Uncollectibles Rate 0.22247% 0.22247%

2 100% - Uncollectibles Rate 99.77753% 99.77753% 100% - [1]

3 Franchise Tax Rate 0.00000% 0.00000%

4 Franchise Tax 0.00000% 0.00000% [2] x [3]

5 Business License Rate 0.00000% 0.00000%

6 Business License cost 0.00000% 0.00000% [2] x [5]

7 Subtotal 0.22247% 0.22247% [1+4+6]

8 100% - Subtotal 99.77753% 99.77753% 100% - [7]

9 California Corporate Franchise Tax Rate 8.84%

10 California Corporate Franchise Tax 8.82033% [8] x [9]

11 American Jobs Creation Act Rate

12 American Jobs Creation Act deductions * [8-1]x[11]xprod%

13 Federal Income Tax Rate 21.00%

14 Federal Income Tax 19.10101% [8-10-12] x 13

15 Total Taxes Paid 28.14381% 0.22247% [7+10+14]

16 Net After Taxes 71.85619% 99.77753% 100% - [15]

17 NTG Multiplier 1.39167 1.00223 1 / [16]

18 Capital Structure      NTG Multiplier

19 Debt 30.0% 1.00223 0.30067 w/o income taxes

20 Equity 70.0% 1.39167 0.97417 with income taxes

21 Total 100.0% 1.27484 Wtd. NTG Multiplier

* prod% = ratio of total well and surface water to total water supply.

GREAT OAKS WATER COMPANY A.18-07-002

TABLE 1-2

SUMMARY OF EARNINGS - ESCALATION YEARS 

Net-to-Gross (NTG) Multiplier for 2
nd

 Escalation Year & Other 

Offset Filings
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Test Year 2019/2020    (CCF/connection/year)* Cal Advocates GOWC

1 Average Water Sales:

2 Single-Family Residence 118.4 128.5 10.1 8.5%

3 Multi-Family Residence 1,402.2 1,186.2 (216.0) -15.4%

4 Business 1,167.8 816.4 (351.4) -30.1%

5 Industrial 1,626.0 1,917.8 291.9 17.9%

6 Public Authority 1,465.8 1,105.0 (360.8) -24.6%

7 Schools 3,578.0 4,517.4 939.4 26.3%

8 Private Landscape 916.6 1,277.5 360.9 39.4%

9 Agriculture 413.8 0.0 (413.8) -100.0%

14a FIRE SERVICES

15a Up-size to Residential with Fire Service

16a Private Fire Services

17a TOTAL FIRE SERVICES

18a MISCELLANEOUS:

Escalation Year 2020/2021  (CCF/connection/year)* Cal Advocates GOWC

1 Average Water Sales:

2 Single-Family Residence 118.4 128.5 10.1 8.5%

3 Multi-Family Residence 1,402.2 1,186.2 (216.0) -15.4%

4 Business 1,167.8 816.4 (351.4) -30.1%

5 Industrial 1,626.0 1,917.8 291.9 17.9%

6 Public Authority 1,465.8 1,105.0 (360.8) -24.6%

7 Schools 3,578.0 4,517.4 939.4 26.3%

8 Private Landscape 916.6 1,277.5 360.9 39.4%

9 Agriculture 413.8 0.0 (413.8) -100.0%

14a FIRE SERVICES

15a Up-size to Residential with Fire Service

16a Private Fire Services

17a TOTAL FIRE SERVICES

18a MISCELLANEOUS:

AVERAGE WATER SALES PER CUSTOMER (OR PER CONNECTION)

GOWC > Cal Advocates

GREAT OAKS WATER COMPANY A.18-07-002

TABLE 2-1

GOWC > Cal Advocates
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Test Year 2019/2020 Cal Advocates GOWC

1 Metered Customers (Service Connections):

2 Single-Family Residence 20,200 19,887 (313) -2%

3 Multi-Family Residence 615 616 1 0%

4 Business 293 269 (24) -8%

5 Industrial 58 54 (4) -7%

6 Public Authority 145 146 1 1%

7 Schools 46 44 (2) -4%

8 Private Landscape 253 243 (10) -4%

9 Agriculture 6 6 0 0%

10 Total Metered Customers 21,616 21,265 (351) -2%

11 Fire Services:

12 EOY # of Services by Meter Size

13 2-inch 104 104 0 0%

14 4-inch 41 41 0 0%

15 6-inch 88 88 0 0%

16 8-inch 77 77 0 0%

17 10-inch 25 25 0 0%

18 12-inch 3 3 0 0%

19 Total Fire Services 338 338 0 0%

20 Total Number of Connections:

21 Including Fire Protection 21,954 21,603 (351) -2%

22 Excluding Fire Protection 21,616 21,265 (351) -2%

Escalation Year 2020/2021 Cal Advocates GOWC

1 Metered Customers (Service Connections):

2 Single-Family Residence 20,337 19,942 (395) -2%

3 Multi-Family Residence 618 620 2 0%

4 Business 296 267 (29) -10%

5 Industrial 60 55 (5) -8%

6 Public Authority 144 146 2 1%

7 Schools 47 44 (3) -6%

8 Private Landscape 264 250 (14) -5%

9 Agriculture 6 7 1 17%

10 Total Metered Customers 21,772 21,331 (441) -2%

11 Fire Services:

12 EOY # of Services by Meter Size

13 2-inch 104 104 0 0%

14 4-inch 41 41 0 0%

15 6-inch 88 88 0 0%

16 8-inch 77 77 0 0%

17 10-inch 25 25 0 0%

18 12-inch 3 3 0 0%

19 Fire Services Subtotal 338 338 0 0%

20 Total Number of Connections:

21 Including Fire Protection 22,110 21,669 (441) -2%

22 Excluding Fire Protection 21,772 21,331 (441) -2%

GREAT OAKS WATER COMPANY A.18-07-002

TABLE 2-2

AVERAGE NUMBER OF CUSTOMERS (SERVICE CONNECTIONS)

GOWC > Cal Advocates

GOWC > Cal Advocates
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Test Year 2019/2020    (CCF) Cal Advocates GOWC

1 Water Sales

2 Potable Water Sales

3 Single-Family Residence 2,392,488 2,556,275 163,787 7%

4 Multi-Family Residence 862,371 730,699 (131,672) -15%

5 Business 342,174 219,614 (122,560) -36%

6 Industrial 94,306 103,563 9,257 10%

7 Public Authority 212,534 161,330 (51,204) -24%

8 Schools 164,588 198,765 34,178 21%

9 Private Landscape 231,887 310,430 78,543 34%

10 Total Potable Water Sales 4,300,348 4,280,677 (19,672) 0%

11 Agriculture 2,483 0 (2,483) -100%

12 Total Water Sales 4,302,831.4 4,280,676.5 (22,155) -0.5%

13 Total Water Sales 4,302,831.4 4,280,676.5 (22,155) -0.5%

14 Unaccounted for Water % (water loss) 7.200% 7.200% 0 0.0%

15 Water Loss 333,840.4 332,121.5 (1,719) -0.5%

16 Total Requirement (Sales + Water Loss) * 4,636,671.7 4,612,798.0 (23,874) -0.5%

Total Requirement in Acre Feet

17 WATER SUPPLY MIX:

18 Well Water 4,636,671.3 4,612,797.4 (23,874) -0.5%

19 Purchased Water 0.0 0.0 0 0.0%

20 Surface Supply 0.0 0.0 0 0.0%

21 Total Supply * 4,636,671.3 4,612,797.4 (23,874) -0.5%

22 Variance between Total Requirement and Supply (0.4) (0.6)

* Total Requirement and Total Supply may differ slightly due to rounding.

Escalation Year 2020/2021    (CCF) Cal Advocates GOWC

1 Water Sales

2 Potable Water Sales

3 Single-Family Residence 2,408,714 2,563,345 154,630 6%

4 Multi-Family Residence 866,578 735,444 (131,134) -15%

5 Business 345,678 217,981 (127,696) -37%

6 Industrial 97,558 105,481 7,922 8%

7 Public Authority 211,068 161,330 (49,738) -24%

8 Schools 168,166 198,765 30,600 18%

9 Private Landscape 241,969 319,373 77,403 32%

10 Total Potable Water Sales 4,339,731 4,301,718 (38,013) -1%

11 Agriculture 2,483 0 (2,483) -100%

12 Total Water Sales 4,342,214.1 4,301,718.5 (40,496) -0.9%

13 Total Water Sales 4,342,214.1 4,301,718.5 (40,496) -0.9%

14 Unaccounted for Water % (water loss) 7.200% 7.200% 0 0.0%

15 Water Loss 336,895.9 333,754.0 (3,142) -0.9%

16 Total Requirement (Sales + Water Loss) * 4,679,110.0 4,635,472.5 (43,638) -0.9%

Total Requirement in Acre Feet

17 WATER SUPPLY MIX:

18 Well Water 4,679,109.9 4,635,473.1 (43,637) -0.9%

19 Purchased Water 0.0 0.0 0 0.0%

20 Surface Supply 0.0 0.0 0 0.0%

21 Total Supply * 4,679,109.9 4,635,473.1 (43,637) -0.9%

22 Variance between Total Requirement and Supply (0.1) 0.6

23 * Total Requirement and Total Supply may differ slightly due to rounding.

TABLE 2-3

TOTAL SALES AND SUPPLY

GOWC > Cal Advocates

GREAT OAKS WATER COMPANY A.18-07-002

GOWC > Cal Advocates
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Test Year 2019/2020 ($) Cal Advocates GOWC

1 METERED SALES REVENUE

2 Total Service Charge 3,870,594.0 3,811,501.8 (59,092.2) -1.5%

3 Usage Charge:

4 Single-Family Residence 8,721,152.2 8,631,350.2 (89,802.0) -1.0%

5 Multi-Family Residence 2,450,286.9 2,458,255.3 7,968.4 0.3%

6 Business 803,451.5 770,545.7 (32,905.9) -4.1%

7 Industrial 373,612.6 334,963.0 (38,649.6) -10.3%

8 Public Authority 538,163.7 538,163.7 0.0 0.0%

9 Schools 697,957.9 667,611.9 (30,346.0) -4.3%

10 Private Landscape 1,085,580.7 1,051,254.0 (34,326.7) -3.2%

11 Agriculture 8,339.2 8,339.2 0.0 0.0%

12 Total Usage Charge Revenue 14,678,544.8 14,460,483.1 (218,061.7) -1.5%

13 Pump Tax Surcharge - AL 271-W 1,039,990.7 1,039,990.7 0.0 0.0%

14 METERED SALES REVENUE SUBTOTAL 19,589,129.5 19,311,975.6 (277,153.9) -1.4%

15 TOTAL PRIVATE FIRE SERVICE REVENUE 86,080.9 86,080.9 0.0 0.0%

16 TOTAL SALES REVENUE 19,675,210.4 19,398,056.6 (277,153.9) -1.4%

17 CPUC SURCHARGE 275,452.9 271,572.8 (3,880.2) -1.4%

18 Total Revenues at Present Rates, Test Year 2019/2020 19,675,210.4 19,398,056.6 (277,153.9) -1.4%

Escalation Year 2020/2021 ($) Cal Advocates GOWC

1 METERED SALES REVENUE

2 Total Service Charge 3,887,193.6 3,822,126.0 (65,067.6) -1.7%

3 Usage Charge:

4 Single-Family Residence 8,780,300.6 8,655,093.6 (125,207.0) -1.4%

5 Multi-Family Residence 2,462,239.5 2,474,192.8 11,953.3 0.5%

6 Business 811,678.0 767,804.9 (43,873.1) -5.4%

7 Industrial 386,495.8 328,520.9 (57,975.0) -15.0%

8 Public Authority 534,452.3 534,452.3 0.0 0.0%

9 Schools 713,130.9 667,611.9 (45,519.0) -6.4%

10 Private Landscape 1,132,779.8 1,081,288.4 (51,491.4) -4.5%

11 Agriculture 8,339.2 8,339.2 0.0 0.0%

12 Total Usage Charge Revenue 14,829,416.1 14,517,303.9 (312,112.2) -2.1%

13 Pump Tax Surcharge - AL 271-W 1,039,990.7 1,044,079.5 4,088.8 0.4%

14 METERED SALES REVENUE SUBTOTAL 19,756,600.5 19,383,509.4 (373,091.0) -1.9%

15 TOTAL PRIVATE FIRE SERVICE REVENUE 86,080.9 86,080.9 0.0 0.0%

16 TOTAL SALES REVENUE 19,842,681.4 19,469,590.3

17 CPUC SURCHARGE 277,797.5 272,574.3 (5,223.3) -1.9%

18 Total Revenues at Present Rates, Escal. Year 2020/2021 19,842,681.4 19,469,590.3 (373,091.0) -1.9%

GOWC > Cal Advocates

GOWC > Cal Advocates

GREAT OAKS WATER COMPANY A.18-07-002

TABLE 2-4

OPERATING REVENUES AT PRESENT RATES
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Test Year 2019/2020 ($) Cal Advocates GOWC

1 Operations Expenses:

2 Supply Expense:

3 Groundwater Charges, Acct. 700 9,231,413.7 12,047,703.4 2,816,289.7 30.5%

4 Op. Labor & Expense (Excluding Labor), Acct. 702 18,937.3 18,884.4 (52.9) -0.3%

5 Misc. Pump Exp., Acct. 725 9,468.7 9,436.0 (32.6) -0.3%

6 Purchased Power, Acct. 726 775,991.0 955,440.0 179,448.9 23.1%

7 RESERVED 0.0 0.0 0.0 0.0%

8 RESERVED 0.0 0.0 0.0 0.0%

9 Total Supply Expenses 10,035,810.7 13,031,463.9 2,995,653.1 29.8%

10 Water Treatment:

11 Chemicals & Filtering, Acct. 744 102,881.4 2,881.4 (100,000.0) -97.2%

12 RESERVED 0.0 0.0 0.0 0.0%

13 Total Operations Expenses 10,138,692.1 13,034,345.2 2,895,653.1 28.6%

17 Maintenance Expenses:

18 Maintenance Of Pumping Equipment, Accts. 711, 732 19,516.0 34,973.8 15,457.8 79.2%

19 T&D Misc Expense, Acct. 756 9,468.7 9,436.0 (32.6) -0.3%

20 Maintenance of T&D Mains, Acct. 761 147,563.3 145,141.8 (2,421.5) -1.6%

21 Maintenance of Services, Acct 763 22,587.0 37,555.6 14,968.6 66.3%

22 Maintenance of Meters, Acct 764 499.1 499.1 0.0 0.0%

23 Maintenance of Hydrants, Acct 765 2,109.0 10,160.0 8,051.0 381.7%

24 Maintenance of General Plant, Acct 805 76,183.0 88,061.5 11,878.5 15.6%

25 Total Maintenance Expenses 277,926.1                325,827.8         47,901.7 17.2%

26 Total O&M excluding Uncollectibles 10,416,618.2          13,360,173.0    2,943,554.9 28.3%

27 At Present Rates

28 Total Revenues (including deferred Revenue on CIAC) 19,675,210.4 19,148,753.0 (526,457.4) -2.7%

29 Uncollectible Rate 0.2225% 0.2225% 0.0000% 0.0%

30 Uncollectibles Expense 44,384.1 42,600.1 (1,784.0) -4.0%

31 Total O&M Expenses including Uncollectibles 10,461,002.3 13,402,773.1 2,941,770.8 28.1%

32 At Proposed Rates

33 Total Revenues (including deferred Revenue on CIAC) 18,878,336.0 22,629,058.3 3,750,722.3 19.9%

34 Uncollectible Rate 0.2225% 0.2225% 0.0000% 0.0%

35 Uncollectibles Expense 42,586.5 50,342.7 7,756.2 18.2%

36 Total O&M Expenses including Uncollectibles 10,459,204.7 13,410,515.7 2,951,311.1 28.2%

TABLE 3-1

OPERATIONS & MAINTENANCE EXPENSES - TEST YEAR

GOWC > Cal Advocates

GREAT OAKS WATER COMPANY A.18-07-002
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Test Year 2019/2020 ($) Cal Advocates GOWC

1 Administrative & General Expenses:

2 Salaries 2,316,752.7 2,436,303.5 119,550.8 5.2%

3 Meter Reading Expense, Acct 772 18,937.3 18,884.4 (52.9) -0.3%

4 Customer Records & Collection, Acct 773 150,267.6 146,728.6 (3,538.9) -2.4%

5 Office Supplies & Other Expense, Acct 792 49,671.3 49,128.8 (542.6) -1.1%

6 Property Insurance, Acct. 793 84,768.1 82,714.1 (2,054.0) -2.4%

7 Injuries & Damages, Acct 794 43,668.6 43,668.6 0.0 0.0%

8 Employee Pensions & Benefits, Acct 795 900,702.6 907,021.5 6,318.9 0.7%

9 Franchise Requirements, Acct 796 344,843.5 452,581.2 107,737.7 31.2%

10 Regulatory Commission Expenses, Acct 797 18,000.0 18,000.0 0.0 0.0%

11 Outside Services, Including GRC Expense, Acct 798, 800 496,618.0 496,618.3 0.3 0.0%

12 Miscellaneous General Expense Including CWA Dues, Acct 799 155,027.0 230,012.6 74,985.6 48.4%

13 Rents, Acct 811 225,918.9 225,918.9 0.0 0.0%

14 Transportation Expense, Acct 903 0.0 0.0 0.0 0.0%

15 Passive Income 50% Ratepayer Credit (67,952.2) (67,952.2) 0.0 0.0%

16 Total Administrative and General Expenses 4,737,223.3 5,039,628.2 302,404.9 6.4%

Escalation Year 2020/2021 ($) Cal Advocates GOWC

1 Administrative & General Expenses:

2 Salaries 2,416,564.3 2,538,267.0 121,702.7 5.0%

3 Meter Reading Expense, Acct 772 19,240.3 19,186.6 (53.7) -0.3%

4 Customer Records & Collection, Acct 773 152,671.8 149,076.3 (3,595.5) -2.4%

5 Office Supplies & Other Expense, Acct 792 50,466.1 49,914.8 (551.2) -1.1%

6 Property Insurance, Acct. 793 86,039.6 83,954.8 (2,084.8) -2.4%

7 Injuries & Damages, Acct 794 44,323.6 44,323.6 0.0 0.0%

8 Employee Pensions & Benefits, Acct 795 887,871.1 894,136.0 6,264.9 0.7%

9 Franchise Requirements, Acct 796 407,176.6 486,371.6 79,195.0 19.4%

10 Regulatory Commission Expenses, Acct 797 18,288.0 21,600.0 3,312.0 18.1%

11 Outside Services, Including GRC Expense, Acct 798, 800 575,636.4 589,683.2 14,046.8 2.4%

12 Miscellaneous General Expense Including CWA Dues, Acct 799 157,507.4 233,692.8 76,185.4 48.4%

13 Rents, Acct 811 232,619.1 232,619.1 0.0 0.0%

14 Transportation Expense, Acct 903 0.0 0.0 0.0 0.0%

15 Passive Income 50% Ratepayer Credit (67,952.2) (67,952.2) 0.0 0.0%

16 Total A&G and Miscellaneous Adjustments 4,980,452.1 5,274,873.5 294,421.5 5.9%

TABLE 4-1

ADMINISTRATIVE & GENERAL EXPENSES

GREAT OAKS WATER COMPANY A.18-07-002

GOWC > Cal Advocates

GOWC > Cal Advocates
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Test Year 2019/2020 ($) Cal Advocates GOWC

1 CITY & COUNTY TAXES

2 Ad Valorem (Property Tax) 287,918.4 286,586.7 (1,331.7) -0.5%

3 RESERVED (Business Licence) 0.0 0.0 0.0 0.0%

4 Payroll Taxes (SUI, FUI, FICA) 166,654.5 174,714.2 8,059.6 4.8%

5 Sub Total 454,572.9 461,300.8 6,727.9 1.5%

6 At Present Rates

7 Operating Revenue EXCLUDING Uncollectibles * 19,589,129.5 19,062,672.1 (526,457.4) -2.7%

8 Effective Local Franchise Tax Rate 0.000% 0.000% 0.000% 0.0%

9 Franchise Taxes on applicable op. revenues 0.0 0.0 0.0 0.0%

10 Total Taxes Other Than Income, At Present Rates 454,572.9 461,300.8 6,727.9 1.5%

11 At Proposed Rates

12 Operating Revenue EXCLUDING Uncollectibles * 18,801,821.1 22,476,414.9 3,674,593.8 19.5%

13 Effective Local Franchise Tax Rate 0.000% 0.000% 0.000% 0.0%

14 Franchise Taxes on applicable op. revenues 0.0 0.0 0.0 0.0%

15 Total Taxes Other Than Income, At Proposed Rates 454,572.9 461,300.8 6,727.9 1.5%

Escalation Year 2020/2021 ($) Cal Advocates GOWC

1 CITY & COUNTY TAXES

2 Ad Valorem (Property Tax) 317,113.2 315,973.2 (1,140.0) -0.4%

3 RESERVED (Business Licence) 0.0 0.0 0.0 0.0%

4 Payroll Taxes (SUI, FUI, FICA) 174,599.2 182,731.2 8,132.1 4.7%

5 Sub Total 491,712.3 498,704.4 6,992.1 1.4%

6 At Present Rates

7 Operating Revenue EXCLUDING Uncollectibles * 19,756,600.5 20,527,623.8 771,023.4 3.9%

8 Effective Local Franchise Tax Rate 0.000% 0.000% 0.000% 0.0%

9 Franchise Taxes on applicable op. revenues 0.0 0.0 0.0 0.0%

10 Total Taxes Other Than Income, At Present Rates 491,712.3 498,704.4 6,992.1 1.4%

 

11 At Proposed Rates

12 Operating Revenue EXCLUDING Uncollectibles * 20,278,597.2 24,158,628.9 3,880,031.7 19.1%

13 Effective Local Franchise Tax Rate 0.000% 0.000% 0.000% 0.0%

14 Franchise Taxes on applicable op. revenues 0.0 0.0 0.0 0.0%

15 Total Taxes Other Than Income, At Proposed Rates 491,712.3 498,704.4 6,992.1 1.4%

GOWC > Cal Advocates

TABLE 5-1

TAXES OTHER THAN INCOME

GREAT OAKS WATER COMPANY A.18-07-002

GOWC > Cal Advocates
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Test Year 2019/2020 ($) Cal Advocates GOWC

1 Operating Revenue at Present Rates 19,675,210.4 22,629,058.3 2,953,847.9 15.0%

2 Common Deductions:

3 Operating Expenses 15,196,428.0 18,450,848.7 3,254,420.8 21.4%

4 Interest Expense 299,150.7 393,330.4 94,179.7 31.5%

5 Taxes Other Than Income 454,572.9 461,300.8 6,727.9 1.5%

6 50% Meal Disallowance 0.0 0.0 0.0 0.0%

7 Deductions excluding Depreciation 15,950,151.6 19,305,480.0 3,355,328.4 21.0%

8 State Corporation Franchise Tax

9 Taxable Income before State Tax Depreciation 3,725,058.8 3,323,578.4 (401,480.5) -10.8%

10 Additional Deduction:

11 Tax Depreciation-State 1,649,610.3 1,642,323.5 7,286.9 -0.4%

12 Deferred Income Tax Expense 0.0 20,436.4 (20,436.4) 0.0%

13 RESERVED 0.0 0.0 0.0 0.0%

14 Additional Deduction for CCFT Subtotal 1,649,610.3 1,662,759.9 (13,149.5) 0.8%

15 Taxable Income for CCFT 2,075,448.5 1,660,818.5 (414,630.0) -20.0%

16 CCFT Rate 8.84% 8.84% 0.0% 0.0%

17 Total CCFT 183,469.6 146,816.4 (36,653.3) -20.0%

18 Federal Tax Deductions

19 Taxable Income Before Federal Tax Depreciation and CCFT 3,725,058.8 3,323,578.4 401,480.5 -10.8%

20 Additional Deduction:

21 Tax Depreciation 1,453,614.0 1,447,192.8 6,421.1 -0.4%

22 Deferred Income Tax Expense 0.0 133,995.4 (133,995.4) 0.0%

23 Calif. Corporation Franchise Tax 382,975.0 146,816.4 236,158.6 -61.7%

24 IRS Section 199 QPA Deduction 0.0 0.0 0.0 0.0%

25 Additional Deduction for Federal Tax Subtotal 1,836,589.0 1,728,004.6 108,584.4 -5.9%

26 Taxable Income for FIT 1,888,469.9 1,595,573.8 (292,896.1) -15.5%

27 FIT Rate 21.00% 21.00% 0.0% 0.0%

28 Total FIT 396,578.7 335,070.5 (292,896.1) (0.2)

29 Total Income Taxes for Revenues at Present Rates 580,048.3 481,886.9 (98,161.5) -16.9%

TABLE 6-1

TAXES BASED ON INCOME - TEST YEAR AT PRESENT RATES

GREAT OAKS WATER COMPANY A.18-07-002

GOWC > Cal Advocates



 

293 

 

 

Test Year 2019/2020 ($) Cal Advocates GOWC

1 Operating Revenue at Proposed Rates 18,878,336.0 22,629,058.3 3,750,722.3 19.9%

2 Common Deductions:

3 Operating Expenses 15,196,428.0 18,450,848.7 3,254,420.8 21.4%

4 Interest Expense 299,150.7 393,330.4 (94,179.7) 31.5%

5 Taxes Other Than Income 454,572.9 461,300.8 6,727.9 1.5%

6 50% Meal Disallowance 0.0 0.0 0.0 0.0%

7 Deductions excluding Depreciation 15,950,151.6 19,305,480.0 3,355,328.4 21.0%

8 State Corporation Franchise Tax

9 Taxable Income before State Tax Depreciation 2,928,184.4 3,323,578.4 395,393.9 13.5%

10 Additional Deduction:

11 Tax Depreciation-State 1,649,610.3 1,642,323.5 7,286.9 -0.4%

12 Deferred Income Tax Expense 0.0 20,436.4 (20,436.4) 0.0%

13 RESERVED 0.0 0.0 0.0 0.0%

14 Additional Deduction for CCFT Subtotal 1,649,610.3 1,662,759.9 (13,149.5) 0.8%

15 Taxable Income for CCFT 1,278,574.1 1,660,818.5 382,244.4 29.9%

16 CCFT Rate 8.84% 8.84% 0.0% 0.0%

17 Total CCFT 113,026.0 146,816.4 33,790.4 29.9%

18 Federal Tax Deductions

19 Taxable Income Before Federal Tax Depreciation and CCFT 2,928,184.4 3,323,578.4 (395,393.9) 13.5%

20 Additional Deduction:

21 Tax Depreciation 1,453,614.0 1,447,192.8 6,421.1 -0.4%

22 Deferred Income Tax Expense 0.0 133,995.4 (133,995.4) 0.0%

23 Calif. Corporation Franchise Tax 382,975.0 146,816.4 236,158.6 -61.7%

24 IRS Section 199 QPA Deduction 0.0 0.0 0.0 0.0%

25 Additional Deduction for Federal Tax Subtotal 1,836,589.0 1,728,004.6 108,584.4 -5.9%

26 Taxable Income for FIT 1,091,595.5 1,595,573.8 503,978.3 46.2%

27 FIT Rate 21.00% 21.00% 0.0% 0.0%

28 Total FIT 229,235.1 335,070.5 503,978.3 0.5

29 Total Income Taxes for Revenues at Proposed Rates 342,261.0 481,886.9 139,625.8 40.8%

GREAT OAKS WATER COMPANY A.18-07-002

TABLE 6-2

TAXES BASED ON INCOME - TEST YEAR AT PROPOSED RATES

GOWC > Cal Advocates
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Test Year 2019/2020 ($) Cal Advocates GOWC

1 Plant in Service - Beginning of Year 48,525,073.4 48,525,052.2 (21.2) 0.0%

2 Gross Additions:

3 Intangible Plant 0.0 0.0 0.0 0.0%

4 Land and Land Rights 0.0 0.0 0.0 0.0%

5 Source of Supply Plant 0.0 0.0 0.0 0.0%

6 Pumping Plant 120,999.9 120,999.9 0.0 0.0%

7 Water Treatment Plant 7,500.0 7,500.0 0.0 0.0%

8 Transmission & Distribution Plant 808,266.4 808,266.4 0.0 0.0%

9 General Plant 913,003.0 798,003.0 (115,000.0) -12.6%

10 Capitalized Direct Labor 0.0 0.0 0.0 0.0%

11 Capitalized Allocated Payroll (10.6%) 274,693.3 288,868.2 14,174.9 5.2%

12 Capitalized Allocated Fringe Benefits 115,318.5 116,874.4 1,555.9 1.3%

13 Total Gross Additions 2,239,781.1 2,140,511.9 (99,269.2) -4.4%

14 Retirements 0.0 0.0 0.0 0.0%

15 Net Additions 2,239,781.1 2,140,511.9 (99,269.2) -4.4%

16 Net Additions including Adv for Constr (Using Construction Budget) 2,239,781.1 2,140,511.9 (99,269.2) -4.4%

17 Plant in Service - End of Year 50,764,854.5 50,665,564.1 (99,290.4) -0.2%

18 Plant Weighting Factor 50.00% 50.00% 0.0% 0.0%

19 Weighted Average Plant in Service 49,644,964.0 49,595,308.2 (49,655.8) -0.1%

20 Wtd Avg Plant in Service including Advances for Construction 49,644,964.0 49,595,308.2 (49,655.8) -0.1%

Escalation Year 2020/2021 ($) Cal Advocates GOWC

1 Plant in Service - Beginning of Year 50,764,854.5 50,665,564.1 (99,290.4) -0.2%

2 Gross Additions:

3 Intangible Plant 0.0 0.0 0.0 0.0%

4 Land and Land Rights 0.0 0.0 0.0 0.0%

5 Source of Supply Plant 0.0 0.0 0.0 0.0%

6 Pumping Plant 120,999.9 120,999.9 0.0 0.0%

7 Water Treatment Plant 7,500.0 7,500.0 0.0 0.0%

8 Transmission & Distribution Plant 808,266.4 808,266.4 0.0 0.0%

9 General Plant 410,043.0 410,043.0 0.0 0.0%

10 Capitalized Direct Labor 0.0 0.0 0.0 0.0%

11 Capitalized Allocated Payroll (10.6%) 286,527.8 300,957.8 14,430.1 5.0%

12 Capitalized Allocated Fringe Benefits 114,005.9 115,858.0 1,852.1 1.6%

13 Total Gross Additions 1,747,343.0 1,763,625.2 16,282.2 0.9%

14 Retirements 0.0 0.0 0.0 0.0%

15 Net Additions 1,747,343.0 1,763,625.2 16,282.2 0.9%

16 Net Additions including Adv for Constr (Using Construction Budget) 1,747,343.0 1,763,625.2 16,282.2 0.9%

17 Plant in Service - End of Year 52,512,197.5 52,429,189.3 (83,008.2) -0.2%

18 Plant Weighting Factor 50.00% 50.00% 0.0% 0.0%

19 Weighted Average Plant in Service 51,638,526.0 51,547,376.7 (91,149.3) -0.2%

20 Wtd Avg Plant in Service including Advances for Construction 51,638,526.0 51,547,376.7 (91,149.3) -0.2%

GREAT OAKS WATER COMPANY A.18-07-002

GOWC > Cal Advocates

GOWC > Cal Advocates

TABLE 7-1

UTILITY PLANT IN SERVICE
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Test Year 2019/2020 ($) Cal Advocates GOWC

1 Depreciation Reserve - Beginning of Year 25,589,036.9 25,589,036.6 (0.3) 0.0%

2 Annual Accruals:

3 Total Depreciation Expense Credited 1,614,054.1 1,607,633.0 (6,421.1) -0.4%

4 Salvage 4,980.0 4,980.0 0.0 0.0%

5 Total Annual Accruals 1,619,034.1 1,612,613.0 (6,421.1) -0.4%

6 Retirements and Adjustments:

7 Retirement 0.0 0.0 0.0 0.0%

8 Removal Cost 0.0 0.0 0.0 0.0%

9 Total Retirement and Adjustments 0.0 0.0 0.0 0.0%

10 Net Additions 1,619,034.1 1,612,613.0 (6,421.1) -0.4%

11 Depreciation Reserve - End of Year 27,208,071.0 27,201,649.6 (6,421.4) 0.0%

12 Depreciation Reserve Weighting Factor 50.00% 50.00% 0.0% 0.0%

13 Weighted Average Depreciation Reserve 26,398,553.9 26,395,343.1 (3,210.9) 0.0%

14 * Depreciation expense for summary of earnings calc. 1,453,614.0            1,447,192.8      (6,421.1) -0.4%

15    Amortization of CIAC 160,440.1               160,440.1         

16    Total Depreciation credited to Reserve 1,614,054.1            1,607,633.0      

Escalation Year 2020/2021 ($) Cal Advocates GOWC

1 Depreciation Reserve - Beginning of Year 27,208,071.0 27,201,649.6 (6,421.4) 0.0%

2 Annual Accruals:

3 Total Depreciation Expense Credited 1,721,860.9 1,709,258.6 (12,602.2) -0.7%

4 Salvage 4,980.0 4,980.0 0.0 0.0%

5 Total Annual Accruals 1,726,840.9 1,714,238.6 (12,602.2) -0.7%

6 Retirements and Adjustments:

7 Retirement 0.0 0.0 0.0 0.0%

8 Removal Cost 0.0 0.0 0.0 0.0%

9 Total Retirement and Adjustments 0.0 0.0 0.0 0.0%

10 Net Additions 1,726,840.9 1,714,238.6 (12,602.2) -0.7%

11 Depreciation Reserve - End of Year 28,934,911.9 28,915,888.2 (19,023.7) -0.1%

12 Depreciation Reserve Weighting Factor 50.00% 50.00% 0.0% 0.0%

13 Weighted Average Depreciation Reserve 28,071,491.4 28,058,768.9 (12,722.5) 0.0%

14 * Depreciation expense for summary of earnings calc. 1,559,595.0            1,546,992.7      (12,602.2) -0.8%

15    (does not include depreciation for transportation, etc.) 162,265.9               162,265.9         0.0 0.0%

16    Total Depreciation credited to Reserve 1,721,860.9            1,709,258.6      (12,602.2) -0.7%

TABLE 8-1

DEPRECIATION RESERVE & EXPENSE

GREAT OAKS WATER COMPANY A.18-07-002

GOWC > Cal Advocates

GOWC > Cal Advocates
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Test Year 2019/2020 ($) Cal Advocates GOWC

1 Weighted Average Plant In Service including advances for construction 49,644,964.0 49,595,308.2 (49,655.8) -0.1%

2 Weighted Average Depreciation Reserve (26,398,553.9) (26,395,343.1) 3,210.9 0.0%

3 Net Utility Plant 23,246,410.0 23,199,965.1 (46,444.9) -0.2%

4 Add: Construction Work-In-Progress (CWIP) 581,934.9 581,934.9 0.0 0.0%

5 Net Utility Plant including CWIP 23,828,344.9 23,781,900.0 (46,444.9) -0.2%

6 Deductions from Rate Base:

7 Adjustment to Plant:

8 Contribution In Aid of Contruction 2,371,380.0 2,371,380.0 0.0 0.0%

9 Advances for Construction 5,068,749.5 5,068,749.5 0.0 0.0%

10 Less: Deferred Tax on Advances for Construction 596,832.0 596,832.0 0.0 0.0%

11 Net Advances for Construction 4,471,917.5 4,471,917.5 0.0 0.0%

12 Total Adjustment to Plant 6,843,297.5 6,843,297.5 0.0 0.0%

13 Deferred Federal Income Tax Liability 2,181,514.4 2,181,203.1 (311.3) 0.0%

14 Deferred Investment Tax Credit 5,058.0 5,058.0 0.0 0.0%

15 Total Deductions from Rate Base 9,029,869.8 9,029,558.5 (311.3) 0.0%

16 Additions to Rate Base:

17 Working Capital 1,070,239.3 2,729,010.8 1,658,771.4 155.0%

18 Excess Tax Reserve Liability & Refund Adjustment (527,654.0) 0.0 527,654.0 -100.0%

19 RESERVED 0.0 0.0 0.0 0.0%

20 Total Additions to Rate Base 542,585.3 2,729,010.8 2,186,425.4 403.0%

21 Weighted Average Rate Base 15,341,060.4 17,481,352.2 2,140,291.8 14.0%

22 Interest Calculation (for Tax Deductions):

23 Weighted Avg. Rate Base less customer deposits in Working Cash 15,341,060.4 17,481,352.2 2,140,291.8 14.0%

24 Customer Deposit in Working Cash: 0.0 0.0 0.0 0.0%

25 Weighted Cost of Debt 1.95% 2.25% 0.3% 15.4%

26 Interest Expense 299,150.7 393,330.4 94,179.7 31.5%

GOWC > Cal Advocates

GREAT OAKS WATER COMPANY A.18-07-002

TABLE 9-1

WEIGHTED AVERAGE RATE BASE - TEST YEAR
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Escalation Year 2020/2021 ($) Cal Advocates GOWC

1 Weighted Average Plant In Service including advances for construction 51,638,526.0 51,547,376.7 (91,149.3) -0.2%

2 Weighted Average Depreciation Reserve (28,071,491.4) (28,058,768.9) 12,722.5 0.0%

3 Net Utility Plant 23,567,034.6 23,488,607.8 (78,426.8) -0.3%

4 Add: Construction Work-In-Progress (CWIP) 581,934.9 581,934.9 0.0 0.0%

5 Net Utility Plant including CWIP 24,148,969.5 24,070,542.7 (78,426.8) -0.3%

6 Deductions from Rate Base:

7 Adjustment to Plant:

8 Contribution In Aid of Contruction 2,273,928.3 2,273,928.3 0.0 0.0%

9 Advances for Construction 4,811,674.5 4,811,674.5 0.0 0.0%

10 Less: Deferred Tax on Advances for Construction 546,662.0 546,662.0 0.0 0.0%

11 Net Advances for Construction 4,265,012.5 4,265,012.5 0.0 0.0%

12 Total Adjustment to Plant 6,538,940.8 6,538,940.8 0.0 0.0%

13 Deferred Federal Income Tax Liability 2,341,796.8 2,340,563.0 (1,233.8) -0.1%

14 Deferred Investment Tax Credit 2,900.0 2,900.0 0.0 0.0%

15 Total Deductions from Rate Base 8,883,637.6 8,882,403.8 (1,233.8) 0.0%

16 Additions to Rate Base:

17 Working Capital 1,157,311.0 3,075,169.9 1,917,858.9 165.7%

18 Excess Tax Reserve Liability & Refund Adjustment (513,180.0) 0.0 513,180.0 -100.0%

19 RESERVED 0.0 0.0 0.0 0.0%

20 Total Additions to Rate Base 644,131.0 3,075,169.9 2,431,038.9 377.4%

21 Weighted Average Rate Base 15,909,462.9 18,263,308.8 2,353,845.9 14.795%

22 Interest Calculation (for Tax Deductions):

23 Weighted Avg. Rate Base less customer deposits in Working Cash 15,909,462.9 18,263,308.8 2,353,845.9 14.8%

24 Customer Deposit in Working Cash: 0.0 0.0 0.0 0.0%

25 Weighted Cost of Debt 1.95% 2.25% 0.3% 15.4%

26 Interest Expense 310,234.5 410,924.4 100,689.9 32.5%

GOWC > Cal Advocates

GREAT OAKS WATER COMPANY A.18-07-002

TABLE 9-2

WEIGHTED AVERAGE RATE BASE - ESCALATION YEAR
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STATEMENT OF QUALIFICATIONS 

OF  

DAPHNE GOLDBERG 

 

Q.1  Please state your name and business address. 

A.1 My name is Daphne Goldberg and my business address is 505 Van Ness Avenue, 

San Francisco, California 94102.   

 

Q.2 By whom are you employed and in what capacity? 

A.2 I am a Utilities Engineer in the Communications and Water Policy Branch of the 

Office of Ratepayer Advocates. 

 

Q.3 Briefly describe your pertinent educational background. 

A.3 I received a Bachelor of Science Degree in Civil Engineering from Santa Clara 

University, a Master’s of Business Administration Degree from San Francisco 

State University, and a Master’s in Civil/Environmental Engineering from 

University of California, Davis.  I received my Engineer-in-Training Certification 

in the State of California, Certificate #141820.  

Q.4 Briefly describe your professional experience. 

A.4 My professional experience includes a position as a Design Trainee at the San 

Francisco Public Utilities Commission where I worked on the Water System 

Improvement Program in the Project Management Bureau on performance 

reporting documents related to water resources planning, scheduling, risk 

management and operations.  I also worked as a Staff Engineer at URS 

Corporation in the Civil Engineering Group where I assisted the civil engineers 

and planners in infrastructure design projects, development of project schedules 

and budgets and preparation of new project proposals.  I am currently working as a 
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Utilities Engineer at the Commission, primarily on General Rate Case (GRC) 

proceedings, and the review of advice letters.  

Q.5 What is your responsibility in this proceeding? 

A.5 My responsibility is this proceeding is Utility Plant in Service and Water Quality. 

Q.6 Does that conclude your direct testimony? 

A.6 Yes, at this time. 
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STATEMENT OF QUALIFICATIONS 

OF 

TONY TULLY 

My name is Tony Tully. My business address is 505 Van Ness Avenue, San 

Francisco, California, 94102. I am employed by the California Public Utilities 

Commission (CPUC) in the Public Advocates Office as a Public Utility Regulatory 

Analyst IV. I graduated from the University of Phoenix with a bachelor’s degree in 

Business Management. 

In my experience at the CPUC in the Public Advocates Office Communications 

and Water Policy Branch, I have provided expert witness testimony in five general rate 

cases (GRC) including the 2014 Cal Water GRC (A.12-07-007), 2013 San Jose Water 

Company GRC (A.12-01-003), 2016 San Jose Water Company GRC (A. 15-01-002), the 

2018 Sierra Telephone Company GRC (A.16-10-003) and the 2019 Ducor Telephone 

Company GRC (A.17-10-003). I was also the lead analyst on the Balance Rate 

Rulemaking (R.11-11-008) Phase I, and Digital Infrastructure Video Competition Act 

Franchise Renewal Rulemaking (R.13-05-007). I also performed analytical duties in the 

2015 Cal Water GRC (A.12-07-007), The TURN Complaint against AT&T (C.13-12-

005), the Charter/TWC/BHN Merger (A.15-07-009), and the Communications 

Competition Investigation (OII.15-11-007). 

Prior to joining the CPUC, I was employed by the California Energy Commission 

for five years and served as an Energy Commission Specialist Supervisor II in the 

Research, Demonstration and Development Division. Additionally, I was employed by 

Silicon Crystals, Inc. (a semi-conductor company) for eight years and held the positions 

of Production Supervisor, IT Manager, Inventory and Purchasing Manager, Sales 

Manager, and Director of Operations and Sales. 

For this proceeding, I prepared analysis and testimony addressing Great Oaks 

Water Company’s proposal for Revenues and Rate Design. 
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STATEMENT OF QUALIFICATIONS 

OF 

MUKUNDA DAWADI 

My name is Mukunda Dawadi. My business address is 505 Van Ness Avenue, San 

Francisco, California, 94102. I am employed by the Public Advocates office at California 

Public Utilities Commission (Public Advocates Office) as a Public Utility Regulatory 

Analyst V. 

I received a Master’s of Science in Accountancy from California State University, 

Los Angeles in 2012. I graduated from Tribhuvan University (TU) of Nepal with a 

Master’s of Business Administration in 1998 and Bachelor’s Degree in Business 

Management in 1992. 

I joined the Public Advocates Office’s Communication and Water Policy Branch 

in January 2014 as an Auditor. My experience at the Commission includes responsibility 

for reports on General Office Expenses (excluding payroll, benefits and depreciation) in 

Application (A.)14-01-002; Construction Work-in-Progress (CWIP), Allowance of 

Working Cash, and Deferred Tax in A.14-07-006; Affiliated Transactions, NTP&S, and 

Affiliate Revenue Allocation in A.15-07-015; Water Revenue Adjustment Mechanism in 

A.15-07-019, Rate Base Items (excluding plants) and Results of Operation in A.15-01-

002, A.16-07-006 and A.18-01-004; and effects of Tax Cuts and Jobs Act 2017 (TCJA) 

on Revenue Requirement in A.16-07-006 and A.18-01-004. I also served as project 

coordinator and analyzed utilities’ Cost of Debt, Capital Structure, and Risk Factors in 

A.17-04-001 et.al. and in A.18-05-001 et.al. 

For this proceeding, I prepared analysis and testimony addressing Results of 

Operations, Taxes Other Than Income, Income Taxes, and Rate Base. 
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STATEMENT OF QUALIFICATIONS 

OF 

ANUSHA NAGESH 

My name is Anusha Nagesh. My business address is 505 Van Ness Avenue, San 

Francisco, California, 94102. I am employed by the California Public Utilities 

Commission (CPUC) in the Public Advocates Office as an Auditor I. 

I graduated from the Indo-German Chamber of Commerce with a Post Graduate 

certificate in Business Administration. I have a bachelor’s degree from Mount Carmel 

College in Commerce, specialized in finance and accounting.  

In my experience at the CPUC in the Public Advocates Office Communications 

and Water Policy Branch, I have assisted in the San Jose Water Company General Rate 

Case Proceeding and affordability bill analysis for Class A Water Utilities.  

Prior to joining the CPUC, I was working in Lufthansa Technik services for four 

years under various roles including Materials Manager, AOG Buyer/Coordinator and 

Finance Team Assistant. 

For this proceeding, I prepared analysis and testimony addressing Great Oaks 

Water Company’s major expense categories- Operation and Maintenance Expenses 

(O&M), Administration and General Expenses (A&G), Payroll Expenses and Balancing 

and Memorandum Accounts (excluding Contamination Proceeds Memorandum 

Account). 
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STATEMENT OF QUALIFICATIONS 

OF 

YONG CHENG CAO 

My name is Yong Cheng Cao. My business address is 505 Van Ness Avenue, San 

Francisco, California, 94102. I am employed by the California Public Utilities 

Commission (CPUC) in the Public Advocates Office as an Auditor I. 

I graduated from the University of California, Berkeley with a Bachelor’s in 

Applied Mathematics and Environmental Economics and Policy. 

In my experience at the CPUC in the Public Advocates Office Communications 

and Water Policy Branch, I have analyzed performance metrics for Class A water 

utilities.  

Prior to joining the CPUC, I received my education in mathematics, economics 

and accounting from University of California, Berkeley. 

For this proceeding, I prepared analysis and testimony addressing Great Oaks 

Water Company’s proposal to amortize the Contamination Proceeds Memorandum 

Account. 

 

 

                                              

 

 


